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SI NO-SOVIET BLOC AREA 
OFFICE OF CURRENT INTELLIGENCE 
Reference Title: POLO VII-59 


CURRENT INTELLIGENCE STAFF STUDY 


The "Great Leap Forward" In Communist China 


This study is a working paper, reflecting information 
received through March 1959. The paper was prepared jointly 
by analysts of ORR and OCI. It discusses the first ’’upsurge" 
of 1955-56, the "ebb tide" of 1956-57, the second "upsurge" 
of autumn 1957 , and the transformation of that "upsurge" in- 
to the "great leap forward" in the early months of 1958. 

The paper offers evidence of disagreement among Chinese Com- 
munist party leaders, with respect to economic policies, 
throughout the period examined (July 1955 - May 1958) . The 
summary and conclusions of this paper appear as Part IV, 

"The Positions of Party Leaders," pages 105-122. 
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Introduction 


By May 1958 the Chinese Communist regime was well along 
In the process of mobilizing all the resources of Chinese 
society for the task of attaining a tremendous increase in 
all fields of production and construction. While a rapid 
advance was encouraged in many spheres of activity in China, 
the primary objective of the Ta Yueh Chin— the "great leap 
forward” — was an acceleration of economic development. 

The second session of the Eighth Congress of the Chi- 
nese Communist party, held in May 1958, was dominated by 
Liu Shao-chi's report on the work of the central committee. 
This report reviewed all aspects of party policy, but the 
emphasis was on developments in economic work. 

Liu Shao-chi's report was, in essence, a review and 
critique of the course of Chinese economic planning ;x>l- 
icies since mld-1955. It described developments in this 
period as ”U-shaped M — an "upsurge” of socialist transfor- 
mation leading to an "upsurge” of production In 1956, fol- 
lowed by an "ebb" of "conservatism" in 1957, succeeded by 
an even greater "upsurge" beginning in autumn 1957. Liu 
assailed "some comrades" for opposition to the first "up- 
surge," denied that the "ebb tide" had been necessary, and 
asserted that there had been opposition to the second "up- 
surge" and to its transformation into the "great leap for- 
ward." Liu's frame of reference is employed in this paper. 

The paper examines chronologically the public state- 
ments of party leaders over the time span reviewed in Liu's 
May 1958 report. Particular attention has been paid to 
those nine members of the CCP polltburo who have appeared 
to play the most important roles in the formulation of 
economic policies: Mao Tse-tung, Liu Shao-chi, Chou En- 
lai, Chen Yun, Teng Hsiao-ping, Li Fu-chun, Li Hslen-nien, 

Tan Chen-lin, and Po I-po. 
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I. THE FIRST UPSURGE 


Mao Incites "Ups urge" l n Transformation, July - December 1955 

ch J n f? e Communists have long advocated the trans- 
J 1 ?” ° f th ? ?? tlon ’ s scattered, individual peasant eco- 

o? thi n i«tf«n?f lal } St * ec ? nomy » and the slraila r transformation 
?: a h ; nation s private industry and commerce, but there have 

POr J a ?J disagreements within the leadership on the 
question of the tempo or pace of this transformation. 

Mfni I h ® £irs * 8 * a ?« ® f agricultural socialization was "land 
thf J?Ah f^ W 5 lch la ? d was taken, usually with violence, i'rom 
i ? and successful and given to the poor. Liu Shao-chi's 

?*J*® d ta ? g K t lu T the com P let ion of land reform (i.e., redis- 
tribution) by the end of 1952 was reached ahead of schedule 

of°"m!!t^T e *JH + aS f ^ nls 5 od * th « next stage— the establishment 
°l" U ! Ual -! d t ? ams and simple cooperatives— had already be- 
ioJi C ?J dlng i° ^ I " po » like a "rising tide." In Decern- 

Sn ild P «5 y coope”iion"" ittee “ P 

fL D ? cemb f r } 95 ?» wlth about one half of China’s peasant 
J ara J^ es in mutual-aid teams, the central committee adopted a 

land l0 Z * £ radual > four-step progression from 

r ? £or ®» through mutual aid and cooperation, to the full 
Chinese Communist leaders who spoke on the 
srtmA e iQ 4 ^ P aw°y ed y hls ste P-by-step gradualism; there was quoted 
tion " 943 advlce £rom Mao T se-tung on "gradual collectiviza- 

At the September 1954 session of the National PeoDle’s 
all l T t SS ’ U h J bao_chl » chou En-lai and Teng Tzu-hui specific- 
if P J?rM C 5!„ g ff dual a PP roach - The strongest afflrma- 
in LntMh!i. J-J ne ca ? e ' curlousl y* from Liu Shao-chi . 

2 b y 19 5 4 i^ L f u went out of hls wa y to attack "enemies" 
declared that the regime was "too compromising," es- 
pecially those persons who had complained that the agricultural 
; as f°ing ’’too slowly." Liu, in language tilt milt? 
gi v fn him some pain, described the ideas of the mil- 
itants in rural policy as "sheer nonsense." 

Mar eh 1955 the State Council complained that coopera- 
tives were being organized too -rapidly and assert? 1 that 

the pace should be "somewhat decreased." The First Five-Year 
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fi an T„i ( i 9 ?o^ 957) ^ r ! a i to the Natlonal People’s Congress 
19 u?'-p C f} led for a ” st ©P-by-step transformation . ” 
Planning chief LI Fu-chun argued that this could not be 
completed within the course of the plan, but that this 

Thi g ^iL!!r? U ?i ,S and h !? vy , task " ™uld take three such plans. 

J 1 U ? e Wa ! * lrmly established in mid-1955, both in 
forma* documents and in practice. 

I? Jaly J 955 ’ only a fey/ days after L1 Fu-chun had spo- 
ken, Mao Tse-tung personally reversed the soft line on agri- 
cultural socialization. He did so in a speech to a confer- 
ence of regional party secretaries. Mao’s speech was not 

In J Octojer 19^5, at which time the assurance of 

an excellent harvest gave him the confidence to make his 
position public. 

In his July report — as later presented — Mao jeered at 
some comrades” as being like "women with bound feet... who 

You P e °Pl© are walking too fast, much too fast.*” 

(The "some comrades” were, on the record, the entire cen- 
tral committee and everyone who had publicly spoken on the 
tempo of socialization.) Mao observed that "some comrades 
have been frightened out of their wits” by the number of 
collectives, and that such caution was a "rightist" error. 

He criticized those who would be disposed to criticize the 

+hf P ficco U ? dev © lo P ment " of cooperatives. Mao conceded that 
the USSR had at one time made a mistake of "Impetuousness s 
and adventurism,” but he argued; ”We must not tolerate tim- \ 

thG C ° Ve ? ° f thiS Soviet experience.” He in- 
sisted that an aggressive program of socialization would 
not lead to serious trouble with the peasantry. 

Following Mao’s unpublished remarks, there was a pause 
*7° ™ at £ s for P art y ’’discussion.” The central committee 
met in October and "unanimously” adopted a resolution which 
did not set specific goals for agricultural socialization 
but encouraged the cadres to rush forward. The resolution 
rewrote history to place the central committee in the posi- 
tion of having long ago approved the acceleration of agri- 
® ocla }ff a J ion » a »d it observed solemnly that the 
%u rlt i® 1 ! m of Mrl ehtist opportunism., is perfectly 
correct. Chen Po-ta, a longtime spokesman for Mao, gave an 
explanation” of the resolution which made it clear that the 
new campaign did not proceed from the central committee or 
even from the politburo but from Mao himself. 
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Mao's intervention and the central committee declara- 
tion which grew out of it led to a spectacular upsurge of 
the transformation movement. The great majority of the 
nation's peasant households were swept into cooperatives. 
The results— —60 percent of peasant households in coopera- 
tives by the end of 1955 — far exceeded Mao's stated expec- 
tations. e 

In December 1955 Mao raised his estimate, observing 
that semisocialist cooperation could be basically completed 
the following year. Commenting shortly thereafter on the 
new 12-year plan for agricultural development, Mao said the 
country was in the ’’high tide of the great socialist revo- 
lution." He declared that "this socialist revolution in 
the main could be completed within about three years" — that 
is, by 1959. By February he was to decide that the semi- 
socialist transformation would, for the most part, be com- 
pleted the coming autumn; the higher forms, in the main, in 


The socialization of private industry and commerce ran 
parallel with the socialization of agriculture. As in agri- 
culture, the planned pace of transformation was gradual, 
but in practice it worked out far more rapidly. 

Peiping's stated intention was to move from private 
ownership gradually through intermediary stages until com- 
plete socialism was achieved. The violent campaign against 
capitalist "vices" in 1951 and 1952, paralleling the land 
reform program in agriculture, severely impaired the ability 
and willingness of the private businessman to resist state 
encroachment. Retributive taxation was frequently employed. 
As state-led trade grew in strength it was able to control 
both sources of supply and markets; private businessmen 
could do business only on the state's terms. Commercial 
concerns degenerated into mere agencies of state commercial 
departments, and all essential agricultural products were 
subjected to "unified" (i.e., state-controlled) purchase and 
sale . The next step was direct state interference in the 
internal affairs of private firms, achieved by Investing 
money in them. The resultant joint state-private enterprises, 
semisocialist in nature, have been aptly described by Peiping 
"governed, used, and managed" by the state. 

Premier Chou En— lai told the National People's Congress 
in September 1954 that from 1949 through 1952, China had 


• 3 - 


SECRET 


Sanitized Copy Approved for Release 2009/12/03 : CIA-RDP85T00875R001 00001 0007-9 


Sanitized Copy Approved for Release 2009/12/03 : CIA-RDP85T00875R001 00001 0007-9 


SECRET 


"emphatically" pushed the establishment of the socialist 
and various types of cooperative economy, making "initial 
betw f®n state and private industry and com- 

™ Ch ° U ! aid that frora 1953 on > the country embarked 

?“A P 5 0g r am of gradual socialist transformation of capital - 
and commerce - By 1954, Chou reported, st£te- 

iSr Sir? °?“?h rce T as , in , a P° sltl <>n to handle all or the ma- 
i-’ art ° commodities needed for the national 

elf are and had in its charge" all foreign goods. 

prior to Mao ' s Initiation of the 
tide in socialisation, Li Fu-chun quoted the constl- 

that the "P° llc y of the state toward 
capitalist industry and commerce is to use, restrict, and 
transform them." Li noted that China had a "large and com- 
£iimi^+ d +h Prl * Rte J ndustr y and commerce and that the gov- 
7 n ™Z*\ the <: e *? Te h 2 d to ad °Pt "proper steps and flexible 
i ts . transformation. The advance would be "sys- 

*ah«| t .+ C h a ?? S i e ?? y '" L1 sald; he predicted that by 1957 
terDrlBe^ltfirf^ 6 ? riginaU y existing private business en- 
stat^ranitny^+h® lncor P orat ed into various forms of the 
* eco “ om y» gradually replacing capitalist 
ownei ship with ownership by the whole people." 

mfl t^I h L SUd ? en * eS f *i f the " u P su rge" in socialist transfor- 
•SJ? l iJ£a PrlvBte industr y and commerce in late 1955 and 
early 1956 was even more marked than in the case of agricul- 
ture in December 1955, Mao commented on the success 

"no+i?il= S ® C f, al J za !l on of agriculture. He said this success 
of that efforts should be made to advance the time 

on of the socialist transformation of China's cap- 
italist industry and commerce." C’ien Yun later described the 
process which followed Mao's remarks. He said that the original 

nhv e I?? ent plan . was * or the transformation to be carried out 
by stages and by different trades." The January "upsurge" led 

«oA 0V ®T? n V 0 .. ChanBe thls P la " “<* “PP^ve the transforms-^ 
tion by "whole trades" and "all at once." 

™ Ma ?K S a ^ lon ln stimulating the socialist "upsurge" in 

subsenupnt October } 955 had a profound effect on the 

n™™?? * Chl “? se economic programs. As Mao observed in 
commenting on the "upsurge" in December 1955, it "notifies 

S«c ! J h ? t i!! iea f? res re earding the scale and tempo of China's in- 
dust realization and the scale and tempo of science, culture 
education, and public health should no longer be tiken in the 
nanner originally planned. These should be appropriately 
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®£ celer »ted. " Premier Chou En-lai agreed, re- 
marking that the scope and speed of socialist transformation 

econom^^'^TM^^i 0118 l° T a " great u P s urge in the national 
econom y . This judgment, as might be expected, found general 
Agreement among the other leaders. 


1956 e National People's Congress met in June 

so £ lal J st transformation movement in agriculture was 
spectacular progress. Whereas in June 1955 some 85 

?JUn f c the £? a S ants had been farmln B individually, by 
fn fii 9 + 6 sorae 91 * 7 Percent of the peasant households were 

industrv^anH 0f co °P era tJ v es , 62.6 percent in collectives. In 
an J commerce, there was a substantial shift of indus- 

a l f * om * he P rl vate sector of the economy to the 

joint state-private sector. 


\ 


s 


Ma o Incites "Upsurge" in Production. Early 1956 

vpn+^U December 1955, five months after his personal inter- 
of 4 Mao Tse-tung was able to declare that the question 

„ socialist transformation of agriculture was already 

settled, as was the question of transforming industry and 

Problem was now one of "rightist conservatism" 
in p roduction and construction . In the same fashion as the 
cadres had underestimated peasant "enthusiasm" for socializa- 
»!??’ „ e ffu WaS and remained — an "underestimation of the sit- 
a ti°n with regard to agricultural production, industrial 
production of all kinds, capital construction, and other 

activlty - "The problem today," said Mao, is that 
r>«« ght f 4 t c ®“ ser vatism is still doing mischief in many fields " 
preventing the regime from attaining goals that it could 

n rt «ac^Kif! e +K? aCh ‘ uJ n other w °rds, "many people consider im- 
possible things which could be done if they exerted themselves." 

m L1u ln May 1958 th at Mao had "subsequently" summed 

up his position of December 1955 in the slogan of building 

by acble Y ln e "greater, faster, better, and more eco- 
nomical results" simultaneously. This slogan was publicly 
employed first by others, but there is no doubt that it accu- 
rately represents Mao's thinking at the time. 


The Peopl e's Daily 
clearly reflected Ifao's 
tural socialization was 


New Year's Day editorial of 1956 
thinking. It argued that agricul- 
stimulating Industrial development, 
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and that the First Five-Year Plan (1953-57) might be ful- 
filled as much as a year ahead of schedule. Industrial 
production was to be based on the principles of quality, 

quantity, speed, soundness, and economy; conservatism was 
to be combated. 

In mid- January 1956, other CCP leaders, led by Chou En- 
lai, began to associate themselves with Mao’s opposition to 
rightist conservatism." Chou specified that the central 
committee had decided to make "opposition to rightist con- 
servatism" the theme of the party's forthcoming Eighth Con- 
gress. in the same period there were predictions of great 
Increases in industrial and agricultural production and the 
scale of capital construction. 


In late January, Mao called a meeting of the Supreme 
State Conference to "discuss" the central committee’s new 
draft plan for agricultural development in the next 12 years 
The plan did not give specific goals, but, according to the 
party spokesman on the draft, the program — if realized — 
would mean an Increase in agricultural production of 150 per- 
cent. This objective appeared to be unrealistic, even if 
the regime were to increase considerably its investment in 
agriculture. The program was explained to the conference not 
by Teng Tzu-hui, director of the party’s rural work depart- 
ment, but by Liao Lu-yen, deputy director of that department 
and concurrently minister of agriculture. This was the sec- 
ond time in four months that Teng Tzu-hui had been passed 
over in the field in which he had been the party’s principal 
spokesman. * 

Further confirmation of Mao's high confidence in his 
assessment came on 2 February in a speech by Chen Po-ta on 
agricultural socialization. Chen, who had been the spokes- 
man for Mao’s line the previous October, said that grain out- 
put could be doubled in 12 years and that China could feed 
twice its present population. Chen denounced "some people" 
who believe in the "preposterous theory" of Malthusi. He de- 
clared roundly that "there is no sign of overpopulation in 
China, " and that the "food question" would be solved through 
socialization of the economy — the orthodox Marxist position. 

Early in February the All-China Federation of Trade 
Unions called for an increase in industrial productivity, and 
soon thereafter it announced a nationwide "emulation" campaign. 
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Wlth a con * er °nce on capital construc- 
tion!? con J inul “g for some months, the regime convened 
thi^^L' con f eren ° es of workers in all important sectors of 

S?«^ y v ln °£? eV to ’’discuss*' means of overfulfilling the 
£* rs * Five “Year Plan and of increasing production In March 
the Communist party central committee issued a notice to all 
S2;« its to strengthen their leadership of the advanced 
production movement and to oppose rightist conservatism. 

u ^ was at this point in the first great "upsuree" that 

JSoibliShAH 1 ^ to ll Liu Jhao-chi i n May 1958, made his still- 
unpubiished speech on the "Ten Relationships" to an enlarged 

Sao i® ?? n “To^ St P8rty P ollt »>uro. According to Liu, 

J! ao this A? 1 * 1 l?? 6 speech "called the party's attention 
to the correct handling of the relationships (1) between 

/!? industries and between industry and agricul- 

between coastal industries and inland industries; 
*!+»! ®®°“ oraic construction and national defense; (4) 

hPtl™ til 6 sta J®» the collective, and the individual; (5) 
between the central and local authorities; (6) between Han 
people and the national minorities; (7) between party and 
tioS“ r r^ P K°? le; (8 J £ etween revolution and counterrevolu- 

tid nn! i b ! tWe ?j rlght and wron e inside and outside the party; 
and (10) international relations." p 

of re P? r *» according to Liu, Mao "outlined a series 

J f?^! ant Pcffcies on amplification of the general line 
j b u ilding socialism." Under the first and fifth relation- 
«Ili P o M t° lorth the ’’Principle of developing industry 
inrinSf^ 1CUlt U r fu SlraU } taneously while giving priority to heavy 

?nS fhT^ h d f c ®“ tra ii zat ion." The principles for the second 
i ^J 1 f d . r ® latlo s shlps called for "making fuller use of the 
^ U ! trla \ bases ln the coasta l areas and amassing ample funds 

tentro?°s^.r:rr u e tlon -;; L i u was iess s P ecific °n the C on- 

IfSl* ? a 2 r® marks on the fourth relationship, although he 
noted that Mao had discussed the "correct handling" of the re- 

tion" n in »HrHf? tWe + b +!? e rates consumption and accumula- 
inrt?viH^o? ddl iJ° n t0 J h ? se between the state, collective and 
h»*HiT he r f malnln g five "relationships" concerned the 
correct handiing of "contradictions among the people— a ques- 
tion which was later elaborated" (in April 1957) . 

iq b ls .5 etr ospective view, Liu ascribed the "leap forward" 

Anrii t0 i? ese g u fjing lines and policies’* laid down by Mao 
in April. It seems likely, however, that the "leap" vas 
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?L! ft ° ,s eariier speeches and articles, and that 

r.^ G K^ Pril u? 5 u speech was concerned primarily with outlining 
problems which remained to be solved. ° 

e urr«ri°fn 1 ! > J y ir the », fi T St reflecti on of Mao’s April speech oc- 
curred in Li Fu-chun’s address of 30 April 1956 to a con- 

gress of "outstanding workers of all trades." in addition 

i£de h in U ?X?R statements of high satisfaction with progress 

duBtri n ° ted ® need to pay attention to light in- 

dustry as well as heavy industry, and to existing as well as 
new industrial bases (Mao's relationships, numbers ! Ind 2) 

inromIe.. m ? Ch + J he Same fashlon as the "guarantee of increased 
incomes to the peasants served as the "carrot" of agricul- 

iH£«\ C ° lleCtiVizatlon ' 80 a Proposal in April 1956 for 
wage increases served as the • incentive to the workers for 

in n r:^L PrGd d UCtlV l ty -. ^ a na tt° na l conference of outstand 
siffld thf ? and professional people on 3 May, Po I-po empha- 
f^f d lmp °f tance of raising wages, improving worker wel- 
an d combining "patriotic labor enthusiasm" of the work- 

"cprtain " pr J ctl ® al material interests." Po criticized 

J eaders of enterprises who concentrate on accumu- 
lation at the expense of the workers. Po said: "if one 
t?*JS rU ix c ° ncerned about the collective interests of the na- 
accumulation of more capital for socialist con- 

tlln ^„«? d K ab ° Ut initlating ".ore socialist undertakings, 
of ?h£ b ® m ° re concerned about the personal interest^ 

S£< th ? oad 1 masses of workers" (Relationship number 4). Li 

that D thi e ? addre ? s J d the same audience on 5 May, and implied 
tioi haH v lmproprie ties "of leading organs" on the wage ques- 
b 2 remedied by the joint directive of the central 
committee and State Council raising wages (number 4 again) 

, < n«.I■| May, T ? ng J zu “ hul after giving Mao his due for stim- 
fiJi 1 *n+irt rlCi:ltUra i soclaliza tion, reiterated the hereto- 
I d ~ oncern for the “ ass es in agriculture by stress- 
ing that co-op members must be guaranteed steady annual in- 
creases in income after socialization. 


Increasing Emphasis on Problems f Summer 


ho«^ T 5 e J atloaa l People's Congress meeting in June 1956 
S^ d o ! ! h ! r follow-ups to Mao’s April statements. The gen- 

ISLSt th ® c ? ngress remained one of confidence, 

support of the drive against "rightist conservatism," and 
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pride In the progress of the 1956 plan. All of those who 
spoke at the congress reflected this spirit. However, sub- 
stantially increased emphasis was placed on emerging prob- 
lems and on the necessity of providing more "carrots” to 
the populace to "consolidate" the gains made during the 
"productive upsurge." 

Minister of Agriculture Liao Lu— yen, the chief exponent 
of the "hard-line" 12-year program for agriculture, spoke to 
the congress on 15 June. Liao said the central point for 
"consolidation and development" of the cooperatives was 
"correct handling of the relationship" between the individual 
and collective— overcoming the tendency to lay one-sided 
stress on collective and national interests while overlook- 
ing the interests of the individual (Mao's relationship num- 
ber 4) . In one of the kind of question-and-answer sessions 
Stalin was prone to conduct with himself on public plat- 
forms, Liao asked: "Why is there collective and not state 
ownership of the land in the higher stage collectives? Be- 
cause collective land ownership by cooperatives is easily 
acceptable to the masses of peasants. . .while introduction of 
state ownership of the land might give rise to misunderstand- 
ing on the part of the peasants." Liao added: "The chief 
concern of the co-op members is to increase their own in- 
come after joining co-ops, and it is on this account that they 
give their support to socialism." Liao's highly practical 
view of the situation appeared somewhat less optimistic 
about the "enthusiasm" of the peasants than did the views of 
six months earlier. 

On 19 June, the head of the central committee's Rural 
Work Department, Teng Tzu— hui, who had not been very enthusi- 
astic about the acceleration of agricultural socialization 
in 1955, took an even more conservative view of the situation. 
He mentioned the benefits of transformation favorably, but 
the emphasis in his speech was on the errors and shortcomings 
of agricultural work. As the result of the speed-up of 
"socialization," too much time was being spent on food— crop 
cultivation, thus cutting down on time spent on industrial 
crops and sideline production. Furthermore, valuations on 
land and property collectivized were too low and members of 
co-ops had been "forced" to invest in them; and draft ani- 
mals were dying because co-ops could not or did not give them 
the care provided by their former owners. For Teng, "con- 
solidation" and "insurance" of increased income to the members 
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WaS the lm P° rt * n t question. Teng recom- 
f f ? co "°P after harvest found that it could 
u ut I *? creased ln co«»e to its members, that co-op 
/ Ut bac ? J? e f BOUnt of funds set aside for public 
funds (accumulation) and distribute that as income. 

and diif? S io5« n i e U °? 15 reported on the final 1955 

J?JL? hu? 6 ®?, 8, * Li » ln a Possible reflection of Ifao's 

hl „ . elationship, noted that there had been a "remark- 
able increase in heavy industry expenditures and assured 
his hearers that increases for light industry, agriculture 

Sin SlVll ftlS ? be in, P lerae "ted. Li expressed con-* 

®®*" th ?V the burden of the peasant had become too heavy be- 
cause of too low a procurement price for agricultural prod- 
ucts. Like Liao and Teng, Li stressed the importance of 

"insuring th!!i rlb y t J 0n ° f lncome ln the cooperatives while 

t j° ®? ch " of the cooperative income be 
S:?!? d , ba S k .. into P rodu ctive assets and expenditures. He 

J Zed S ? me departments" for trying to reach the 12 -year 
f? al8 f- f gricult “ re in "two or three years" and attacked 
the predominance of quantity and speed of production in in- 
dustry at the expense of quality. 

Hnnc Jf® concern with "burdens" on the populace and the rela- 
tionship between heavy and light industries conveyed by Li 
Hslen-nlen was Increased by Li Fu-chun’s address three days 
cH™.’. < L1 Fu " ch H" also expressed satisfaction with the "up- 
in Pf 0(iu ® tion taking place, noting that the First 
Five-Year Plan for agriculture could probably be fulfilled 
a ye a r e arly , provided no natural calamities occurred. Like 
the other speakers, Li also noted some "deviations" that had 

i^o2nS??i ed -! h ?K " UpSUrgeM "“ partlcularly that of "emphasizing 
production at the expense of worker and employee welfare " 

He tnen proceeded to state his "own views" on three ques- 
tlons of national economy. 

J hree topics coincided with three of the relation- 
ships Mao is purported to have dealt with in his April speech 

wit jj th ® interrela tionship of heavy industry. 

ii5 h LiII d ?K t r y iu and agricultur © (Mao’s relationship number l) 

. * hat *he ®tate had decided to increase investment 

in light Industry while "simultaneously increasing" heavy 

JhUn^ 110 ^ 011 * ., T $ e ratl ° of heavy to light industry would 
then be changed from approximately 8:1 to 7:1. This was 
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the **«sult of the Increase of raw materials for 
light industry available from the excellent harvest of 1955. 

f e «n L i’L?!?° nd , q i ,e ? ti ^ n concerned the relationship be- 

Li salS fhi? h a J nl !u d areaS <Mao ’ s relationship number 2). 
..♦ 4 ?? 1 ? th ? t henceforth more attention would be given to ' 

»hict Z io e r tVt'J* 11 J he 6XlSting industrial lacUUies, 

iftf°S th ? ost part were located on the coast. The third 
vLrL ° Wn V J® WS ’' was on the question of accumulation 
fourth < accordin B to Liu, this was part of Mao's 

nrnn^£oJ elatl0 ? Shlp * * Li clted figures which Justified the 
that th? B Wage increase then under consideration and stated 

measure was correct, since increases in labor pro- 

crises v::£§. the past h>d *— w* “>«» t „- 

<’/.r«o+«H I 7 P °iu head of the new Na tional Economic Commission 
(created in the government reorganization of May 1956), on 

m °? t Specific statement of the problems 
th£ VohVf®* th + re f i “®* As had all the others, Po lauded 

iith ? f t ? 6 ,,upsur e®’’ and then proceeded to deal 

with certain shortcomings: "...in the course of socialist 

or^at? 6 ’ app li ca tion of rationalization proposals, the 

5JJJg io J ° f “® w records, the adoption of advanced experi- 

t ion ® ®J evatlon of technical and economic produc- 

in°?hi e M e K S i° n 5 he p 5 rt of many enterprises have resulted 
in the unbalancing of production.” 


. Po ®it®d statistics from the State Statistical Bureau 

uled^tn Rt? t +°? e l lf J h ° f the eonstruction projects sched- 
uled to start in April were held up by shortages of supplies 

and equipment. He noted that the situation had become P "even 
more acute" in May. This, said Po, had led tc the State 

cSnitii 8 ac ^ lon . cutting down the original 1956 plan for 
capitai construction investment from 14.7 to 14 billion yuan 
Po then gave a scale of conditions under which work on capital 
construction could be modified, halted, or alternative In- 
struction substituted with minimal loss to the state He 

at ±de ? ° f addi “°nal emphasis on Se^lopment 

tirSV wifh lndustry ”*{ such projects may result in good re- 
i-- with comparatively small Investments." Looking for- 
ward to the 1957 plan, Po called for better planning B formu- 

de vel oDmen t nB t0 " law ° f the planned and proportionate 
ta kfi n ° h v f our _ national economy." Reflecting a position 
taken by People's Dally a day earlier, Po observed*. "In 
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combating right conservative tendencies , we 
have made the mistake of being impetuous and hasty in 
our work. " 

Chen Yun's chief contribution to the National People's 
Congress (NPC) sessions were contained in two speeches of 
18 and 21 June; both were devoted to the problems of pri- 
vate Industry and commerce "too rapidly" transformed. By 
June it was apparent that production of consumer goods had 
been inhibited by the over-all changes, that the quality 
of goods offered on the market had dropped, that time- 
tested distribution patterns had been upset, and that sales 
and state revenue had declined. Chen's presentation was 
almost entirely a justification of a decision taken by the 
State Council in February to suspend the progress of trans- 
formation for six months. Chen was careful to point out 
that after the six-month suspension expired, the former 
breakneck speed of transformation would not be renewed: 
"There are still many problems which we must solve, one by 
one and unhurriedly." 

Among these problems, Chen cited that of "artificial 
severance of the former relationships of supply and market- 
ing between industry and commerce." He attacked the "blind 
tendency" toward overamalgamation of the smaller private 
enterprises, and he condemned the "truculent, negative" at- 
titude of "some people" who did not wish to accept the 
"legacy" of managerial and technical skills among the pri- 
vate industrialists and businessmen. 

Chen addressed the NPC again on 21 June to "answer the 
criticisms" brought forward by the deputies. He redescribed 
in much the same terms as in his first speech the problems 
which had arisen as the result of transformation, and he pro- 
posgd an eight —point remedial system which amounted to a 
f, f ree market within the framework of the planned economy." 
Although Chen invariably referred to the "successful" trans- 
formation of industry and commerce, he was concerned pri- 
marily with the problems of "too rapid" transformation. 

Chou En-lal summed up the work done at the sessions of 
the National People's Congress in a speech on 30 June. His 
view of the progress of 1956 was much less concerned with 
the problems arising from the "upsurge" than were the views 
of those leaders whose primary responsibilities were in 
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Nevertheless, one problem was that "the 
division of powers between the central and local auth nrittae 

llollZiilndtL 1 * the constitution „o»“e,J?^ :““° S 
Crete definition." This was necessary, said Chou because 

"DrnHnnt y 6 r 5 latlons had undergone fundamental changes and 

.SWiE “°; * ou J d gro " stl11 fas *er as the re- 

suit of the victory of socialist transformation." 


handR C l!? U + f 0inte ? that lf a11 P° wer remained in the 

"hS?d bLk " u“iS5}d , ei«fr i ? S ’ l0cal authorl tie S would be 
DacK » it would greatly improve efficiency and "un- 

defii«5 r n atiVe ®J? e rgies lf the local authorities were given 
SJiSiSnOT ° f 5 a ; dllne thln es." Chou stated that a 
Souldhi between central and local authorities 
would be embodied in the various state systems" in the fu- 

*“£?• Particular division of power would be defined "in 

itai° rS °5 pla “ nla 8» finance, enterprises, departments cap- 

JeiLS ?hlf U : ti0n ^ P ? litlcal and le * al af fairs." ?Sou’r£ P 
vealed that a preliminary draft system for such division of 

beln r d™ etween c ® ntral and local authorities had already 
.. U P and referred to all provinces and cities for 

b£ mUde 1 ?!?' h ® estimated that an "over-all plan" coild 
made in 1956 and put into provisional practice in 1957, 

Mao»s C "Tan S nf?jy? men ^° n decentralisation, number five of 
thl IL 11 ? 1 ationships," was curious in that it implied 
regime had already initiated the process of making 
JnH* 1C i?!! an ff ln the adrai nistrative structure of China 

U Fu “? hun,s " own views" on three of the other 

dlildial ojlnlon by " a °’ ” S not <|uaUfied as aa in- 

ine its i JU ° e 1956 th ? ^P 111 ^ regime was still defin- 

coLitt«d 2 1 ®“® my as "rightist conservatism" and remained 
committed to an extremely ambitious rate of basic construc- 

in^ofHth^p^h+ini PJ oduction - Between June and the open- 
ib^iois 1 ^? 1 ?^ 11 Pa f ty f Con f ress In September 1956, it became 
ltd severe tills * plan 8 had under e° n ® two separate 

in Po T I °* the flrst blow had been reflected 
P° 4 . S 1 _ State,n ent to the NPC that the State Council had 

14 bill i«n t baCk tbe capital construction plan from 14.7 to d 

had b hlii h«irf an a !! d t J at P ro Jects started in April and May 
been held up by shortages of equipment and construction 
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supplies . However, while Po— and to a lesser extent Li 
Hsien-nlen, Chen Yun, and Li Fu-chun — had pointed to pos- 
sible strains in the economy as the result of the "upsurge," 
no leading figure had suggested that their ambitious plan- 
ning might have exceeded the regime's capacity to produce. 

The second, and more severe, blow came from weather 
conditions. Heavy rains in late June and July caused water- 
logging and flooding In North and South China. In early 
August, Typhoon Wanda swung into China over Chekiang and up 
into Hopei, leaving very severe damage in a densely populated 
and rich agricultural area. The northeast was also suffer- 
ing seriously from flooding, while parts of southern China 
were suffering from drought. It was apparent that the re- 
gime could no longer expect to reach its goals in agricul- 
tural production, and the already existent problems created 
in the wake of the "upsurge" in production became more in- 
tense . 

Chinese Communist party leaders had little to say in 
this period, which was one of preparation for the party's 
Eighth Congress in September. In early August, however, 
when natural disasters were already forcing a reassessment 
of the regime's plans, People's Daily admitted that some of 
the problems cited in speeches to the NPC in June had be- 
come serious. 

An editorial on 9 August stated that there was an acute 
scarcity of steel products, timber, and cement, and that 
even raw steel was in short supply. The editorial noted that 
these difficulties could not be attributed to any failure to 
increase production, as production of these materials had in 
fact increased. The reason for the shortages was simply that 
the regime had planned (and undertaken) to build more than 
even the increased supply of materials could permit. The 
editorial drew the conclusion — the first time that this for- 
mulation was observed since Mao's attack on conservatism in 
1955 — that in addition to avoiding the error of "rightist 
conservatism" one must also avoid "leftist adventurism." 

arent on to state that allocations of ma- 
terials f or 19 5o had been almost completed, and that, while 
supplies were far below the demand of some departments, only 
minor adjustments could be made. The editorial finally ad- 
mitted that some plans in basic construction were too large, 
could not be completed, and must be cut. Po I-po had noted 
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'* 


In June that the State Council 
about 5 percent; the editorial 
would now be about 10 percent. 


had already made a cut of 
Indicated that the total cut 


^ should be noted at this point that the "upsurge" of 
.956 was a real one, despite the emphasis on problems In the 

of 32 r D «JKt ±i fSS "ypj”*®-" Th J «•««*■« obtained lncren.es 
or 32 percent In Industrial production, 62 percent In capital 

S£52S’oSk!“ plt ' f- 
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II. THE EBB TIDE 


Eighth Congres s Modifies Position, September 1956 

. . ? ur i ng . th f Chinese Communist party's Eighth Congress 

held in September 1956, the party leaders officiallv *h«n' 
SSI* «•*«■*■ of early ISSg'on STL* 
rightist conservatism." Reflecting instead the position 
taken by People's 1 * 11 , m August w g en troubles. SeeoSSt- 
ing, the party in September affirmed its determination to 

^ 1 t Tr? k " rtghtlSt PO“P«*»tlsn. r :i2‘ie??ls? 

8B ’ While the program set forth by the congress 
manned a very ambitious one! the party's position van 

prioi y to°M er * te /J an at any time since July 1955 » immediately 
tUn oJ agricSu^e^ 6 t0 SpGed the tempo of 8 ^ializa- 

- Ma ? P 1 ^®* 1 a sn, all role at the Eighth Congress, making 
ecoLHi? rlef ?? ening 8 P ee *'h. The speech did not touch on g 
q "? stl ?“ s » and “ao may have wished to avoid as- 
a 5 iraself P®J son ally with a line which was in effect 

iy the * congress* * the°ge neral 

iSUSn’o*? the ^Congress the V " l0 “ S — 2 ^ r«o“- 

the nr^a,fi?°" Chi J'! r l} ose f °ur-hour political report dominated 
w P T? °®® dl “ gs °* the congress— reaffirmed the party's "gen- 
iz?tiii n fnrf°f gra J ual accomplishment of socialist industrial- 

1953^ es tir fte'JE!! f 0 ™* 110 ; • ^Noting the central committee's 
Lilian 8 ? 1 r,ate these tasks would be "fundamentally" ful- 

filled in a period of three five-year plans Liu said +ho+ 

that S + rial i Zati +? might take a little longer than that, but 
that transformation would be achieved much sooner, owing in 

cSIf^; r Lo 0 » th L 1 ® 5 ^ deC ^ i0n by the " central committee ^and 
Chairman Mao." Asserting that the regime would surpass the 

goals of the First Five-Year Plan for industrial ™d“2ricSl- 

^+hS 1 \ Pr °J UCtion ’ Liu avoided mentioning that his (and g all 

and not r ti e +h DCeS K Were t0 the orl 6 lnal goals stated in 1955 
and not to the subsequent upward revisions. 

ni „ wen * ® n state the goals of the Second Five-Year 

sL^iJ? * en6 ? al ter “ s and to associate himself with certain 
P cif ic goals presented later in the congress for the proposed 
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fi? 11- B e , called tor greater attention to 
light industry, although— in contrast to other speakers— 
he said it would be "wrong" to alter the current rate of 
development of heavy industry to that end. He said that grain 

would remain most important in agriculture, but 
that the regime must ensure increases in yields of other 
industriai crops and the output of animal husbandry and sub- 
sidiary occupations. In commerce, as Chen Yun had empha- 
sized in June, there must be an improvement in the present 
system of market control, and a limited free market. 

Liu also reviewed the history of the development of 
state power since 1949 and noted that in order to "consoli- 
date the unity" of the country, the party had opposed "de- 
partmentalism" and concentrated authority in the hands of 
the central government. Endorsing Chou En-lai’s June state- 
ment on the proposal for division of power between central 
and local authorities, Liu noted that the central authori- 
ties now had too much power, thus "slighting the affairs of 
local areas." Insisting that it was "absolutely necessary" 
for the central authority to devolve some of its administra- 
tive powers and functions to local authoritlen, Liu specifi- 
cally cited agriculture, small and medium industries, local 
transport, local commerce, primary and secondary education, 
local health services, local finance" as areas where the 
central authority should put forward only general principles 
and policies, while the "actual work" should be referred to 
the local authorities to make arrangements for carrying it out. 

~ 4-n L1 ^ descr ^ be ‘J the Second Five-Year Plan, which his report 
outlined, as standing between "conservatism" and "adventurism." 

*4 Chou En-lai gave the congress a more detailed presenta- 
£ i the com Paratively realistic Second Five-Year Plan. 

By 1962, according to the plan, industrial production would 
Increase 100 percent over the original goal for 1957 (or 
about 75 percent over the expected 1957 achievement) while 
agricultural output would rise 35 percent. Moreover, capital 
&° ods by 1962 would account for 50 percent of the total value 

Ustrial P roduction as compared with 38 or 40 percent in 
T 5 e plan set forth a number of specific targets for 
1962 production, such as 10,500,000 tens to 12,000,000 tons 

JViS^SA 000 - 000 tons to 2 10 »°00, 00° tons of coal, 
and 250,000,000 tons of grain. Other proposals related 
to transport, commerce, technical and scientific de- 
velopment, relations between central and local governments, 
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wages and income , and so on. The plan concluded with a 
warning , directed to those involved in planning, against 
both "adventurism" and "conservatism." 

Chou's remarks on the plan were chiefly of Interest 
for their light on mistakes and difficulties which had led 
* modification of the grandiose schemes suggested in early 
1956. Firstly, Chou said, it was necessary to set a "reason- 
able rate" for economic growth, with "comparatively realistic" 
long-range targets which could be adjusted annually. He not- 
ed that the scale of capital construction in 1955 had been 
too small, but in 1956 it had been set too high. This develop- 
■ent , together with the "overzealousness" of some branches 
of the economy, had strained national finances and led to 
serious shortages of construction materials. Secondly, Chou 
said, it was necessary to Improve coordination of key proj- 
ects with "over-all arrangements". Mistakes in this sector 
of planning had led to a waste of manpower and resources in 
past years, and the same tendency of "doing everything at 
once, taking no account of actual conditions, and recklessly 
running ahead" had appeared again in early 1956 after publi- 
ot draft Program for agricultural development. 
Tnirdly, Cho.u said, it was necessary to maintain stockpiles 
of essential materials in order to meet possible crop fail- 
ures and contingencies in industrial production. The regime 
had foolishly exported certain surpluses in 1955, and thus 
in 1956 it was caught short. It was necessary, Chou said, 
to Improve financial planning, with the aim of ensuring eco- 
nomic development by setting targets (for accumulation) high 
enough to carry out the plan but not so high as to "put a 
great strain on our efforts". Chou added that many of the 
"shortcomings and mistakes" in economic work derived from 
"subjectivism and bureaucracy" at higher levels. 


Chou cautioned against overemphasis on industrial develop- 
ment in the interior and "slighting" of development of the 
coastal areas . He also indicated that a fairly basic disa- 
greement existed as to whether the construction of "large 
enterprises is comparatively more reasonable than that of 
medium and small enterprises and therefore should be carried 
out on a broader scale." This, Chou said, had not yet been 
resolved by the government — apparently because the industrial 
ministries differed as to how beneficial the effects of such 
a policy would be to their respective operations. As had Liu, 
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Chou endorsed the need for a "limited free market" and, echo- 
ing Chen Yun's June statement, warned against overamalgana- 
tion of small factories and handicraft cooperatives into 
larger units lest small factory production be "crippled." 

Q»u reiterated that the "victory" of socialist transforma- 
tion made possible a further division of central and local 
authority, thus "facilitating the full development of local 
positiveness.'! 

Chou also used his discussion of the Second Five-Year 
Plan as the framework for outlining the "main purpose of the 
socialist industrialization* of China. Chou's description 
was substantially more concrete than the rather short-range 
and specific tasks contained in the First Five-Year Plan. 

The "main purpose," he said, "is to build up, in the main, 
a comprehensive industrial system within a period of ap- 
proximately three five-year plans." Chou stated that such 

a system would be able to satisfy the principal producer 

and consumer — goods needs of the nation in the future. He 
attacked two "wrong" views on the virtues of establishing a 
"comprehensive Industrial system." One was the "parasitic 
view" that complete reliance could be placed on "interna- 
tional assistance" a view which was wrong because "a populous 
country like ours, which has great resources and great de- 
mands... must quickly alter" its backwardness. 

The other "wrong" view according to Chou— the "isola- 
tionist view" of socialist construction—was fallacious be- 
cause, "needless to say, the. establishment of a comprehen- 
sive industrial system in our country requires assistance 
from the Soviet Union and the people's democracies for a long 
time to come." Chou's comments suggested that the worse of 
the two evils was felt to lie with the advocates of the "para- 
sitic" view and that the party had decided to establish an 
economy as self-sufficient as possible. 

Lesser reports on economic policies were given by Chen 
Yun, Li Fu-chun, Li Hslen-nien, Po I-po, Teng Tzu-hui and Chia 
To-fu. 


Chen Yun's report, consistent with his speeches earlier 
in 1956, dealt with the problems of transformation of industry 
and commerce. Chen's primary concern, endorsed in Liu Shao- 
chi's report and formalized in the Second Five-Year Plan pro- 
posals, was with the decision to permit a limited "free market." 
The effect of the decision was to introduce competition between 
various forms of state and cooperative organizations :*.n a part 
of the economy and to encourage individual private enterprise 
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h ; n ?i cr ‘“ 8 -, Ca P ltal Roods , most staple con- 
and *?* principal agricultural products regained 
outside the new relaxation. 

in s y® ten, » i “ Chen’s view, would remedy both the drop 

in quality of production (brought about by the ’’upsurge” of 

i 956 ^ and the dr °P in sideline production (brought 
J gri ?H;f tural socialization). Chen’s presentation 
was replete with suggestions which softened the impact of 

®j C a * izatioa " : factories were to be encouraged to buy, sell, 

h?«si? rde i 4 . prod !i c * s ’ a " very large” sector of the individual 
f prQducer s ’’must” engage in individual production, 
past merging of numerous small factories into single large 

mhUl » aS DOt ® onduc j ve to production, and in those cases 
where cooperativized” peasants occupied large tracts of 

duct ion 6 ^ should be allow * d to work them for sideline pro- 

Chen insisted that there was no longer a need for regu- 

J?^L° n ~K re ?i r i cting s P ecu lat<oa” and that consumer goods 
factories ohould be sensitive to "supply and demand.” It is 

?n^?° W ! 4 Wheth !L C ? en was already under criticism or merely 
anticipating criticism for these comparatively heretical if 

KIJ suggestions. He did point out, perhaps defensively, 

that the state remained "the point of reference” for these 
suggestions, and that in regard to the "free market,” while 
planned production is the mainstay of the state, free pro- 

talist^market*" 11 ^ 7 t0 thC state and defini *ely not a capi- 

r ®P° rt dealt with national planning and led 
off with the sad story of the perils of central planning in 
China and a reminder to his audience that plans were essenti- 
. es tl®ates.” Li strongly endorsed the decision of May 
i»56 to institute a second planning organ, the National Eco- 
nomic Commission, to handle annual plans. This, said Li* 
would strengthen the work of achieving "synthesized economic 
balances' and aid in the regime’s attempts to "grasp the laws 
of systematic proportionate development.” 

L L°? te ? ? hat a ®ong the faults of the planners were in- 
sufficient study, inaccuracy, lack of adaptability, and poor 
judgment. He described the coordination work of his own State 
Planning Commission as "grossly inadequate” and cited two 
instances where the planners had been at fault. Firstly, when 
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agricultural production fell behind consumption and sta ;e 
construction demands (in the summer of 1956) , "we were un- 
able to put forward an effective solution," and secondly, 
the pianners had "paid inadequate attention to full rational 
utilization of coastal industries." Li concluded by philo- 
SO ? h f? ally P° intin « that "in economic life, balance is 
relative... our duty is to take positive progressive measures 
to continually detect and eliminate weak links, rectify new 
Imbalances, and insure a step-by-step advance of the economy 
as a whole." 

Li Hslen-mlen devoted most of his report to commodity 
P ? li M i j S an ? crlticized shortcomings in the commercial 
* n *J ri ?. e : de P» r tments, noting that the lack of "price com- 
petition had made state commercial price policy "somewhat 
unrealistic." He advocated raising procurement prices for 
agricultural and subsidiary production, estimating that such 
raises would result in a revenue reduction for the state o* 
from 1.1 to 2 billion yuan and would enlarge the rural market 
for consumer goods. Li also concurred with Li Fu-chun's 
own view of June 1956 that light industrial investment should 
be increased and heavy industrial investment "revised somewhat." 

^ concluded that the state had the choice of stimulating 
produccion and reducing the prices of industrial goods or of 
raising wages and procurement prices, and that the latter method 
was better "since it is able to stimulate the production en- 
thusiasm of the workers directly." 


The burden of Po I-po's report concerned the ratio between 
accumulation and consumption in national income. Po noted that 

*L e * a ?? u,Dulation rate had risen to almost 23 percent in 1956. 
that it should henceforth be "more or less" 20 percent, and 
that the regime should be "especially cautious" about increas- 
lng it : In addition, Po gave two other percentage ratios that 
he thought were appropriate. The level of the annual budget, 
he said, should be pegged at 30 percent of national Income, 
since everytime "in the past" it had been higher for purposes 
of more construction, there had been underfulfillment and "dam- 
ages to industrialization and coordination of economic life." 

In a possible reference to his own removal as minister of fi- 
nance in 1C- 53, Po noted that in the past when "any of us with 
the best intentions" had wanted to raise the percentage, the 
central committee would promptly correct him." 
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Capital construction investment, Po went on, should be 
"about 40 percent" of the annual budget. He was perhaps giving 
the guidelines for the future operations of his National Eco- 
nomic Commission in noting that when the "speed-up of capital 
construction cannot keep up with the rate of accumulation," the 
error is "rightist conservatism," and that when "the speed of 
capital construction exceeds the rate of accumulation," the 
error is of "leftist adventurism." Po seemed to regard the 
latter error as the lesser of two evils, paraphrasing Mao's 
1942 dictum that the "conservative idea of solving financial 
difficulties by cutting construction and expenditures instead 
of developing production and looking for new financial resources 
cannot solve any problem." Po concluded by considering it "pos- 
sible" to raise these three percentages. 

Teng Tzu-hui spoke to the Eighth Congress on the situation 
in agriculture and manifested a consistent concern with "consoli- 
dating" and "maintaining" the gains made in agriculture. More 
so than in his June speech, Teng stressed that the pursuit of , 
"adventurist" policies in agriculture would jeopardize the 
"worker-peasant alliance," which in turn would threaten all "so- 
cialist" progress. 

Noting that agricultural cooperativization had been "bas- 
ically realized," Teng heavily underlined the point that the 
completion of the Chinese revolution did not mean that the peas- 
antry — the "main force of the revolution"— now would take a sub- 
ordinate or secondary position in the "present task of socialist 
construction." Teng drew a parallel between the Communist par- 
ty's step-by-step policies toward mobilization of the peasantry 
for land reform 'after 1949 and its "gradual" policy in the drive 
for agricultural Socialization from 1952 to 1956. Emphasizing 
the central importance of the agricultural sector for all other 
sectors of the Chinese economy in citing "the historical experi- 
ences" gained by the Communist party in land reform and agricul- 
tural socialization, Teng then attacked an "erroneous attitude" 
adopted by "some comrades" who thought "that since the peasants 
have become collective peasants under socialism, the question of 
the worker-peasant alliance has lost its importance and urgency 
and the peasants' welfare is no longer their concern. . .The adop- 
tion of such an attitude is extremely dangerous." 
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Teng, who had failed to support the speed-up in aerlcul- 
* u £ a * u?? i * lization Al » 1955, admitted being guilty of following 
a rightist conservative tendency” in that he and other "rural 
worker comrades” had underestimated "the enthusiasm” of poor 
and lower middle peasants and had not "dared” to rely upon them 
in the march toward socialization. However, Teng put up an 

oblique defense of his attitude in noting the key uses of the 
middle peasants. 1 

Teng argued that if ”we had only depended on the poor 
peasants and had not united with the middle peasants and if 
^J d . no J strictly protected the interests of the middle peas- 

aat J dur l?* la 2 d reform and " e bad not the patience to 
wait for the middle peasants to gain their consciousness" dur- 

iif«S2 C fu liza I ion, / our part y and the P° or Peasants would have 
placed themselves in an isolated position and the consolidation 

°: : h ^ yp rker -peasant alliance would not have been formed.” He 
stated that during "the new historical period” the "step-by-step 
modernization of agriculture along with industrial development 
is the new economic basis for the worker-peasant alliance," and 
in a logical extension of his argument he insisted that party 
concern for the Interests of the peasantry in the new period 
would determine the success of "socialist construction.” 

Teng then pointed out that the underdeveloped state of in- 
dustry ruled out the use of large quantities of farm machinery 
and chemical fertilizer at the present time and, as had Liu 

a “? Ch ?l! En “ lai in their speeches, stated that present 
agricultural policy was to increase the "frequency of cultiva- 
t on on the existing farmland and raise the output per unit of 
acreage.” Teng endorsed the need, noted by Li Hsien-nien, for 

readjustments in procurement prices in order to stimulate pro- 
auction . 

Teng foresaw that state Investment in agriculture would 
remain limited and said that "a certain amount” of accumulation 

,U ? 2 S ® btalned by the peasantry themselves. However, 

he said, if the fund accumulated is too great, is too hastily 
accumulated, and makes the peasants’ living standard fall be- 
nlnd production, fail to increase year by year or even drop, 
there will be dissatisfaction among the peasantry. . .and the 
successful advance of the state’s socialist construction will 
be hindered." "Correct handling" of this was, for Teng, part 
of maintaining a "correct proportion between state accumulation 
of funds and personal consumption.” Therefore the current 
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policy of the cooperatives in distributing income— "holding less 
and giving more" — was correct. 

Teng concluded by exhorting the party to realize that 
although the peasants "have joined the cooperatives, it is 
impossible to change completely their original viewpoints 
and traditional habits in a short period of time." Teng was 
of the opinion that ideological education was necessary not 

only for the peasants, but also for the cadres and party mem- 
Ders * 


Teng's entire speech reflected the increased concern 
being voiced by the party at that time for protecting the 

°f peasantry and against cadre "commandism" and 
leftist adventurist" tendencies. While Teng did admit his 
error of "conservatism" on rapid socialization, it is apparent, 
on the basis of his defense and the almost complete absence of 
warning against "rightist conservatism" in his speech, that he 
remained convinced of the virtues of his comparatively cautious 
approach to agricultural policy. 

One of the less publicized speeches given in the process 
of the Eighth Congress was made by the director of the Fourth 
Staff Office (light Industry) of the State Council, Chia To- 
fu. Chla noted with approval that a higher proportion of in- 
vestment would go into light industry during the Second Five- 
Tear Plan. This was in line with the positions of Li Fu-chun 
and Li Hsien-nlen, but it ran counter to Liu Shao-chi's opion- 
ion expressed earlier to the same audience. More Importantly, 
Chia provided some connecting links between the proposed de- 
centralization policy and the policy of full utilization of 
coastal industry suggested in June 1956. 

Chia began by noting that almost all light industry was 
located on the coast and that "it was wrong to think that over- 
concentration of industry in coastal areas could be remedied 
by such steps as 'restricting production' or 'moving factories 
inland,'" which had apparently occurred in the past. Full ex- 
ploitation of coastal industries, he said, would provide the 
funds for inland construction. Further, as far as the build- 
ing of new light industry was concerned, "apart from a few big 
factories , considerable attention should be paid to building 
medium and small factories." Chia also recommended that "where- 
ever possible, local authorities should be encouraged to accept 
responsibility for building light industrial plants... In addition, 
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to w?i industrial) enterprises that are sore suited 

ferred\o ?he ^^"homilsT* Sh ° Uld graduaU >' ba 

present leap forward" movement. The Implication of rhi»»e * 

capaclty W in exlstlJ 7 that . t *? e J® was unexploited production 
apacity in existing coastal industry but there was ni«r» „ 

apprais.! of econo, .,1c policy that had been gol^ofllUceA^rll, 

achlev^en*?s“ge f ;e«ny , l2rJeS“hrilgil?h t ?ong?S«" l9 ft P Js t Jo? 

necessary to deny the real achievements of tSI rlgime L orS^ 
iVs£ ? d ?.\:rrf el ? 8s - that the "consolidation" or"breath- 
Mao's^Ten Rel»ti!!£i!!? ln 8 ° f Wh / ch was Probably marked by 
"he ligJtS Congress? hlPS Sp6eCh 10 April - ^“tlnued though 

KsS^ri“ ndrp ‘^'^ rtp * a " t * er<a ” aaa "*"«' , * a i ihe^CoJJg^ess 

been dlriHpH 1 * £ollows ,rora thls that these either had not yet 
been decided upon or were so tentative as not to warrant an 

i°S^^v«i»ae h :hfc 1 rd;S tll r d r; t the c ° a * rasa laZoreS ™Ser' 
in that lthfrf UJ C 5 dld not af,ect the First Five-Year Plan, 
n^ior in 1 ! J?? not been under Wft y for two and one-half years 

ann °uncement. In addition, the over-all Sp! 

th?t thp f ».f ? Sl °?f °J the con B r ®ss tended to obmcure the fact 
that the regime itself referred to the Second Plve-vL^ 

not as "the plan" but ao the "plan proposals" Plan 


chance* 1 in t ^’ sal ! >le J for , Uu Shao-chl to state that any 

cnange in the rate of development of heavy industrv y 

; Tr. g v'\: hUe Li h- Ch “ ni L1 »!•«-*.« ^STSi. To- 
doubt^hat ^th^^solutlon**©? 9 ! lnancla^diff lculties 0 iay U in cuttin S 

back on expenditures, arhlle the Minister of finance LI Ssiei ® 
littl^alarm? reductloa 1 to 2 bliuoT'yuaJ ^Jh"' 
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«d ff* * 4 f » lr ly l»«lc disagreement exist- 

® a pe tween the various ministries as to the virtues of Ibpita 

dlsagreement C «hlch U the° n 8 ““- 8c » 1 ® Plant construction's 
IK ^ which the government had not resolved. Chia To-fu 

in his government position as supervisor of light industrial * 

organs, argued that, so far as light industrial production was 

OeOtOd^haf 8 ?? 11 *J ant construc tion had some merit. This sug- 

by Chou Se« th.° *’*I tl88 to the P<>»‘®y dispute mentioned 
by Chou were the administrators of heavy Industrial enterprises. 

» pa..I?« B B TzU ’ hui ? father strong statement of the virtues of 

thSt i i fo?Pi PPr ?2 ch ^! :o a « rlcult ural policy seemed to indicate 

ed Oithi^ths Ti?L di S? gree 2 ent OD a 8 r icultural policies exist- 
J eade f s i 1 P- By marshalling the facts of the de- 

tion Ifd hi Jifain i J dustpia J Progress on agricultural produc- 
ing «??? « y xnM ais i ng th ? s P ectre of damages to the ”worker-peas- 

resulta "t decreases in that production if ”Id- 
♦hf 1 #*! 8 * P 01 *®}® 8 wer ® followed, Teng was in effect denying 

the future usefulness of such policies as the speed-up of agri- 
cultural socialization in 1955. In spite of his position If the 
senior agricultural ripeciallst in the party, it appe rs doubtful 

^aIIIi ld <n (or COU } d i i ave taken that lia ® « the J«Iod Of reap- 
praisal inaugurated by Mao in April were not continuing. P 

rwf Eighth , Congress brought into the party politburo three 

lithIlI« f0 ^ r K rari f inB economlc specialists below Chen Yun, a po- 
nJihlKiw, !S be * f ° r many y® ars • LjL fo-chun and Li Hsien-nieS; 

P 2^5?^ «ost important of the four as long-rani ■* planner 

and finance chief, were named full members. Po I-So"?he annua? 
planner 9 was named an alternate (nonvoting) member. Teng Tzu- 

If 1 If 8 ®!!* riame jJ either the politburo or the new secretariat. 

if’hil llldf P J? bab J®i.u the reason for hls lack of promotion lay 
+1 * ®ad | epsh JP Jhe ’’rightist conservative” group opposed 7 

fliSli.Jld^V 955 ' speech at the Eighth Congress was not 
calculated to Improve hls position, 

^Readjustment” and ’’Retrenchment,” late 1956 

Six weeks after the close of the Eighth Congress the Com- 

?5 n NlIemh r «J Ce Sj ral “®ld a plenary sesfion from 10 to 

rfleflfd Iff complete proceedings of the meeting were never 
mUl * tj® of the session noted that three 

I}? nS *? ad S ee “ taken up * Liu Sh ao-chi reported on the 
a PP arent ly restricting his remarks to the 
international scene; Chou En-lai gave a report on the forthcoming 
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1957 plan and the "ceiling figures" in the budget; and Chen 
y un r ®P?rted on the question of grain and secondary food (pork 
and edible oils) . 

The communique of the meeting, rather than sustaining the 
buoyant spirit of the Eighth Congress, Indicated that the prob- 
lems mentioned as sidelights at the congress were now the re- 
glme s principal concern. In line with Chou En-lai's call for 
a suitable retrenchment" in 1957, it noted that because "cer- 
tain items in this year's plan have been carried out improper- 
ly and certain expenses have been rather excessive, it Is nec- 
essary in drawing up next year's plan (1957), to carry out ap- 
propriate retrenchment in certain respects while continuing to 
advance at the same time." It pointed out that socialist trans- 
formation had been "virtually completed," and that there had 
been enormous achievements" in capital construction as well 
as increases in heavy and light industrial and agricultural pro- 
duction. The communique admitted that the use of a "small 
portion" of capital construction had been "improper." 

The communiqud further emphasized that "improvement of the 
people s life must be gradual" and that it now was necessary 
to explain frankly, repeatedly, and clearly to the people that 
some demands are excessive and that some things cannot be done 
for the time being." The communique then announced the launch- 
ing of a movement for "increasing production and practicing 
economy throughout the country and warned that production "must 
be increased under conditions where the supply of raw materials 
can be insured and where there are needs in society." It was 
also necessary, the communique added, "to guarantee the quality 
of the work and to pay attention tc safety," 

Mao Tse-tung had given a summarizing report on the last 
day of the session and "expressed full endorsement of the pol- 
icies and measures adopted at the plenary session." It is 
probable that most of the "readjustments" made in the 1956 plan 
and budget, as well as the policies pursued under the 1957 budg- 
et and plan, were decided upon at this plenary session. It 
seems clear that the "readjustment" of 1956 and the "retrench- 
ment of 1957 in economic planning, decided upon by the plenum 
and endorsed by Mao, contradict Liu Shao-chi’s later (May 1958) 
contention that "the central committee of the party and Comrade 
Mao have always taken a clear-cut stand, insisting that the way 
of working faster and better be adopted..." 
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The party leaders apparently felt that a number of the 
problems which had arisen In 1956 could be solved by adjust- 
ments in the planning organs. The State Council announced on 
16 November the appointment of nine new deputy directors and 
ten members to Po I-po's annual planning organ, the National 
bconomic Commission. Among those appointed were Chia To-fu, 

°* 1A K ht industry, a deputy minister (under Chia) 
of light industry, two deputy directors of the Third Staff 

°!rfu e ® oncerned heavy industry, and four former members 

of the lpng-rang^j?lann ing organ, the Sta te Planning Commis- 
Sion. — I 2 5X1 


Senior Deputy Premier Chen Yun, all of whose public state* 
ments since early 1956 had concerned problems in commercial 
work and in the operations of small* and medium-size industrial 
enterprises, was appointed minister of commerce on 16 November. 
Former Minister of Commerce Tseng Shan apparently lost little 
or no prestige within the party, however, for he was later 
identified as head of the transport work department of the 
central committee. Chen Yun's appointment suggested that he 
was taking direct responsibility for the implementation of his 
remedy for shortcomings in commercial work, the "free market." 

The regime’s press indicated in November and December that 
the free market," rather than solving problems in commercial 
work, was creating additional ones. Among other things, local 
procurement organs were raising the prices paid for agricultural 
products on their own initiative in order to fulfill their pro- 
curement plans, and some of the agricultural producer coopera- 
tives were engaging in commerical speculation, causing price 
rises in the "black market" 80 to 100 percent above state market 
price quotations. Several press items also commented on the 
fact that the "free market" was not under full control of the 
cadres and that grain, cotton, and oilseeds (products reserved 
for exclusive state purchase) were being traded on the open 
market. 

A large portion of this "competition" in supply and market- 
ing of agricultural products was the result of diminished sup- 
plies caused by the shortfalls of the 1956 crop. Perhaps a more 
important political result of the poor crop of 1956 was that the 
regime was forced to admit publicly that the promise of increased 
income to the peasants as the result of agricultural socialization 
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could not he made good. Thus a directive of 25 November is- 

the d ’'i^rt fl nt n i ra J c ? mmittee and sta te Council, stated that 

cSopeJati^e memhero * prese ;t" was to help the cadres and 
cooperative members "sum up the reasons for failure to increase 

the incomes of 90 percent of their members." This was a! Id! 

of S thI n mIrits M of ’ mIM® 11 a rt th ° 3 t leaders who convinced 

in 1955 hid speed-up of agricultural socialization 

in 1955, had in this respect been falsely confident. 

T h ! Problem of transformation of the small- and roedium- 

U ^ J a l 4 enterprlses and th ® handicraft industry— a 

thI b Jlffi^ 1Ch A fir Jh ar ? S ? ln early 1956 — continued to plague 
the regime . An editorial on 7 December in Ta Kune Pao com- 

plained that "nearly 9,000 handicraft co-op“roefib'ers“"Kave aD- 

hiJl alreadj Sithd?Li[ r ?? ? 00 P' ,r ? Wves » nd some 7,000 members 
“7 V ® . a f5 e ^ d ? wlt hdrawn their membership." The editorial ad- 
vised that gentle persuasion" be utilized to get them to re- 

iII n " an on 1 iqV h I £ lam » fo ? the wlthdr awals on cadre "command- 
of "««mp ML? ber — ople Ig Dall y criticized the attitude 

P er3 °^ el and comrades” that the development 

eJce n " ^he eiJe?eS r « f % a f t ^ 1 fi* S " spread capitalist Influ! 
’the l h existence of individual handicraft producers," 

®J ld *5® f a Per, "is beneficial to the state becaSse the supply 
of products increases." On 29 December Ta Kung Pao went a ?? * 

?J e P 5 Urth ?I ?? d called for "mass support Tor "newly estab- 
th! h "inIhi^J 11S J fac J°ries," attributing the phenomenon to 
in tuJU pr ° duc ^ ion to keep pace with demand," which 

aS the .result of "indiscriminate merger of factories 
in the course of socialist transformation." 

of th^ t r!!?n.! P ? aren i 5? at thls tem P°rary "softness" on the part 
Indian ? ? i? ward these two "capitalistic" anachronisms, the 

n ra Sm ! n and the small » < * uite Primitive aAd 
S d .u (i,e ’ ' prlvate > factories, was dictated by the 
Imi 1 }!? n! f t ll e 6 ® onomy to Provide enough consumer goods to 
I" 6 ® 4 . the den, a nd - One of the reasons for the lack of production 
had been repeatedly pointed out by Chen Yun through 1956: that 
transformation of the smaller factories and former Individual 

J!I^I raftS ? en + had d J slocated their production. The second 
In! shortage of agricultural raw material inputs result- 

ing from the poor harvest of 1956, had intensified the situa- 
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The policies which encouraged the growth of these two 
"capitalist" remnants could reasonably be ascribed to Chen Tun, 

On 15 December, addressing the All-China Federation of Com- 
merce and Industry, Chen noted with satisfaction that the 
operations of the "free market" were, as he had earlier pre- 
dicted, increasing the supplies of consumer goods. He also 
commented that the "secret workshops," or unregistered fac- 
tories, which had sprung up were "few" in number and served 
a "good" purpose. He noted, however, that the question of 
whether or not they would continue was "under study" by the 
government. Less than a year later, Teng Hsiao-plng was to 
be highly critical of these two phenomena. 

As 1957 opened, the regime on the one hand was pushing 
a drive for austerity and economy, and on the other it was 
allowing the publication of a number of articles by economists 
and pseudonymous writers which advocated a very moderate ap- 
proach to the problem of economic development. 

These articles, which appeared in such authoritative or- 
gans as Hsueh Hsi (Study) , Tung -chi Kung-tso (Statistical Work) 
and Peoples~ ~ Pally , gave lip service to the importance of heavy 
industry but argued for increased priorities to light industrial 
development, creation of stockpiles for future needs, higher and 
better incentives for the rural labor force, and larger scope 
for the operations of the "free market." They also emphasized 
the importance of the agricultural sector in total Chinese eco- 
nomic development. The writers also indicated that dependence 
upon foreign sources of machinery and equipment was undesirable 
and endorsed Po I-po’s statement of September that "accumula- 
tion" should be set at a rate of 20 to 25 percent of national 
income . 

A major theme of the articles was that of "balanced, pro- 
portionate development" of the economy. In indirect references 
to the unrest then going on in the East European satellites, 
the authors attacked the "blind following" of Soviet experiences 
in economic development. The articles also criticized unknown 
elements in the regime who "hold the theory of the primacy of 
heavy industry as precious" pointing out that such ideas pre- 
sented the danger of "gaining heavy industry and losing the 
people . ” 
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h» ♦Ji!/£ em S S * an ^ polnts Presented in these articles could 
back . J° the speeches made at the Eighth Congress 
S; ce ? tlon ? f * he cri tlcism of the proponents^ the 

a?ti£i*! ? ?3° pm ! n J ° f heavy lndustr y. Other than that, the 
articies could not be considered heretical or unorthodox 

as aspe ct w »s the fact that articles on such topics 

0t hea Y y lndustr y» "bich exhibited an exclusive 
concern with the problems of industrialization and were here- 
tofore predominant, did not appear. The regime was aJoaJeJt I 
jL en +°y r f g i ng ? shift f rom an over-riding concern with heavy 
JelSnieJf 1 ^Y e J°P ment io a concern for balanced economic de- 

SU! t ’ whicb was realistically based on the centrality of 
the Chinese agricultural problem. c«nira*ixy ox 

„ lth ?ho!! J ° r + f 1 f Ures i Q the re S lme were directly associated 
with these articles. It is probable that articles of this 

type served the purposes of the regime in Justifying to lower 
lever cadres and party workers, the necessity fo? the re- 

+hfJ C !? me E t ? nd "balancing” of the development of the economy 
that took place in the first nine months of 1957. y 
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Party Leaders Justify Retrenchment, Winter 1957 

as- 

^n?r.r ductio Y" d ™^ 

«... &. e t. 

regarded the leap forwarcTof Jttatned; hence they 

ssr ^S 5 -* 5 - --- 

.as corrected by the pL^rin^epfe^Ser*!;^: “iradde^"' 6 " 
publt^y°Je?“»5 y to 9 ?It« the ° nly r «P° Mible lMder *ho had 

Ss sisSST^' ’^■s'susar^s- 
sr:r;,s“:s.drSE“" r srr»s S" 

e Hnn i a HA i. l i owe ver 9 that the experience gained In 
should not be forgotten. As the articles of early 1957 

ers b of a the ID Secef f? p ! rsuade lower level cadres and party Sork- 
tIL!. th . ! Slty for a retrenchment in the economy the 

«SIc !e;3ers n 5;M»e d tK 1 ~r^S e 'T anCeS ° f / Cvert ' 1 of'tJe eco- 
necessity Yol reJrefchment P Served to the 

of nodel C peasants rU dJ y it 9 with P thi* PO ’i,i ddresSine conle rences 
rent C 2 r * 

repeated that capital invelteent « 1M6 ^2 a °m«l i22 h?°h 
25 rUe ln llvine standards did noHoJres™^ « ?h£ 8 ' 

construction projecfs bad b2e2 JJSisblS Vl^Cu^of 

S“ 2 “SJe y C t°c,T, r ZY° a f 2 r Y* ■ >r °J ects -eant tbit «eJ“ 2 d°Lt 

tween X n 5? rre ? tl y dea ^ i^the 0 ? iture r with r the he r elItio? nd b|! ate 
iI«?iS222?“ co “structlon and the improvement of the people's 

? “? in P 01 " 1 concerned the "consolidation” of the co 

iSprovements“in a ?Sf coSiiUons^rii 1 ?" 8 ^ ^ eropha ® ized that 

it ions of life for cooperative members 
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depended on their own efforts, and that cooperatives could not 
continue to "rely on incurring debts” for consolidation. Po 
estimated that it would take three to five years for such con* 
solidation and that this would be directly dependent on the 
cooperatives' ability to accumulate material and financial re- 
sources themselves. "Consolidation” appeared to mean making 
the cooperatives independent of state aid primarily in the form 
of agricultural loans. 

Po admitted in both speeches that peasant dissatisfaction, 
which Teng Tzu-hui had indicated in September and which was im- 
plied in the regime's November admission of failure to increase 
peasant incomes, now existed over the differences between worker 
Incomes and the lower incomes of the peasants. Po provided a 
rationalization of the differences. This was repeated several 
times later in the year, which appeared to indicate that peasant 
dissatisfaction was fairly extensive. Other leaders, including 
Mao, were to show an Increased sensitivity to the agricultural 
situation as 1957 progressed. 

On 27 February 1957, Mao Tse-tung gave his speech on "Cor- 
rect Handling of Contradictions Among the People.” The text 
was not published until 18 June, and then only after the author 
had made "certain additions." The bulk of Mao's speech was an 
exposition of the doctrinal ground rules for the game of "bloom 
and contend." As he put it, he did not "propose to talk at 
length on economic questions today." 

Nevertheless, Mao felt that the "basic contradictions in 
socialist society are still those between the relations of pro- 
duction and the productive forces, and between the superstructure 
and the economic base." The comparatively moderate program fol- 
lowed by the regime over the previous three months could be fully 
justified by Mao's statement that the "socialist system has just 
been set up. It is not yet fully consolidated. . .socialist re- 
lations of production have been established; they are suited to 
the development of the productive forces, but they are still 
P erfect *" expressed satisfaction with the role 

that the "superstructure— our state institutions of people's demo- 

« dictatorship. • •" had played in socialist transformation. 
But, he added, "survivals of bourgeois ideology, bureaucratic 
ways of doing things in our state organs, and flaws in certain 
links of our state institutions stand in contradiction to the 
economic base of socialism." 
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Contradictions such as these must continue to be resolved 
in the light of specific conditions, said Mao, citing the need 
for constant "readjustments" in state planning. Mao indirectly 
criticized the planning organs, saying: "Every year our country 
draws up an economic plan in an effort to establish a proper 
ratio between accumulation and consumption and achieve a balance 
between production and the needs of society .. .When arrangements 
do not correspond to objective reality, contradictions arise 
and the balance is upset; this is what we call making a mistake." 

"Time," Mao continued, "is needed for our socialist system 
to grow and consolidate itself, for the masses to get accustomed 
to the new system, and for government workers to study and ac- 
quire experience." Mao's general comments gave sanction to con* 
tinulng the "consolidation," or breathing spell, which apparently 
had begun the previous April. 

Mao touched on three more specific points in language which 
suggested that the search for answers to questions of future 
economic policy was still going on. With regard to agriculture: 
"We must still find the correct way to handle the three-way re- 
lationship between the tax revenue of the state, the accumula- 
tion of funds in cooperatives, and the personal income of peas- 
ants. . .Accumulation is essential for both state and cooperative, 
but in neither case should this be overdone." Mao was aware of 
the chief manifestation of peasant dissatisfaction that Po I-po 
had noted earlier; he rather sharply pointed out, "It is not 
right to make a superficial comparison between the average an- 
nual income of a peasant and that of a worker and draw conclu- 
sions that one is too high and the other too low." 

Mao also indicated he felt that some elements within the 
regime were not considering all possible alternatives in their 
search for future progress. "Some," said Mao, "act as if they 
think that the fewer the people and the smaller the world the 
better. Those who have this 'exclusive club' mentality resist 
the idea of bringing all factors into play, or rallying everyone 
who can be rallied, and of doing everything possible to turn 
negative factors into positive ones." "Bringing all factors 
into play" was later to become the predominant theme of the 
"leap forward" movement. Mao seemed to be criticizing the 
party and government apparatus for resistance to several pos- 
sibly unusual suggestions for future courses of action. 
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One of these suggestions was apparently the proposed in- 
crease in construction of small and medium plants, for Mao 
went out of his context of generalities to endorse it. He 
noted the lack of experience of the regime iu construction 

citln K the great successes of the past, emphasized 
the waste engendered at the same time. He said, "We must 
gradually build a number of large-scale modern enterprises 
as the mainstay of our industries. .. but the majority of our 
enterprises should not be built in this way; we should set 
U *\. a ~ a ? > B rea ^ er number of small and medium enterprises and 
make full use of the industries inherited from the old so- 

4 +u i S ° as to effect the greatest economy and do more things 
with less noney." 


* n h ^ s May 1958 review of economic planning, Liu Shao~ 
chi played down Mao's "contradictions" speech, implying that 
it was Irrelevant to his exposition. Nevertheless, Mao's 
speech, viewed in the context of retrenchment and the empirical 
approach then being adopted with regard to economic policies, 
seemed to give strong support to the policy of continuing 
the moderate course. 

0n & J* a rch 1957 Chen Yun gave an omnibus report on the 
state of the economy. Chen noted that the current movement 
to increase production and practice economy" was dictated 
*■ “® ract that there had emerged shortages of meat, food 
and general consumer goods, as well as short supplies of 
pig iron, steel, and lumber. Chen attributed the consumer- 
goods shortage to the wage Increases of 1956 and stated that 
of ex P en< *itures over revenues in 1956 was the re- 
sult of the increase of agricultural loans in that year. 

The reason for the "present austerity," Chen said, was 
primarily the calamities in agriculture in 1956, which were 
effecting state Income in 1957. He explained that capital 
construction investment in 1957 would be less than in 1956 
and implied that the completion of a number of construction 
projects then under way would have to be postponed. Chen fur- 
ther noted that ill civil construction work in 1957 except work- 
er dormitories and schools would have to be dropped. Food 
supplies were apparently tight, for Chen said that pork and 
edible oil exports in 1957 would be cut by two thirds and that 
the government was prepared to increase supplies of relief 
grain to calamity-stricken areas. He noted that "a large 
population and a high rate of consumption are the difficulties 
in our economic life." 
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Chen's speech contained the first public Indication* 
the measures the central committee had had iS .lS * 

P rev ious November that retrSnch^ent^L SeSewar!' 
While Chen's speech was not a formal presen?a?i o rof the 19 W 

h! as an unusual public announcement for him in that i* 
J mftI, y ijcets of the economy and was not marked*^ 125X1 

his past concern for spe cifi c segm ent s o f th« economy? j- — 


near! tnll® Jf u " hul * . also speaking in March, emphasized the 
j__ + j . mocratic management" in the cooperatives* Par tic - 

ln t S e 0 P® ratlon an «* management of the cooperatives 

c . h :r 

; 22 ottrrd 

paratively'aioderate^pollcles?** 0 " ana * e " ,e: ’ t • " »•••. com- 

Moderate Planning, Spring 1957 

The first outlines of the official 1957 ninn mm 
sented by Chia To-fu to a national conference ln late March 
Retrenchment and a moderate approach to economic policy marked 
Chia's summary of the situation for 1957 Chia inriuSL ® 
assertion which could almost be described “M.U.T 11. 

supply It capital good^th. „? 1 ) la sald that ' in re e >r<1 to ‘he 
of ^consume^goods Tirlt 

;*S ta ‘hat the priorities govircfjg .JSu pul^g 

+ 0 d - ,/Gen shlfte J fl *om capital goods and industrial production 
to^ consume^ goods and agricultural pro duc tion. ^ 


h Ch + a +u outllne °f fbe details of the proposed 1957 plan 
™Et£}\ th !,. 8ens V! a chan * e ln Priorities in planning. Se 

pointed to the need for a "lower level" of investment in 195 ? 
is order to "lock the First (Five-Year) Man ^uJ tee second " 


25X1 
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He noted that the large long-range projects in capital con- 

suqnflnHnH wou J d . be discontinued, and all "postponable" projects 
suspended and he stated that policy in 1957 dictated that part 
of capx .al construction investment be appropriated for enter- 

’/ hich J*e "small in scale, require small investment, and 
can be in production in a short time.” 

Chia drew attention to three factors in planning which 
needed more emphasis. First, more "coordination" on 8 the part 
♦»Ii 4 ? cent f a i government was needed in planning in order to 
eliminate Imbalances which developed over the past four years." 
Second, there should be better coordination of central and local 

V "Judging from the conditions 

of fulfilling the First Five-Year Plan," Chia said, "investment 
fi+K° Ca K enter P ri s«s had exceeded the target considerably," and, 
although a general slash in Investment was planned for 1957, in- 
i? local enterprises should be cut as "little as pos- 

fftS 1 S ,’ t ,4 4 iI h S J h } rd factor mentioned by Chia was the necessity 
for unified balancing and planning," 

Chia did not, however, emphasize the point made by Mao in 
f!?!S ary i, h that "balances" in all things were relative Ind trans- 
J he c J? r Ji? nt P roblens of the regime obviously required 

Sf the a DlSSnSi« ?! lan S? 4 ,M h ? w ® ver temporarly, and the emphasis 
e planners in public statements continued to revolve around 
the question of balancing until late 1957. 

Drt T ?! April I h ! framework of the 1957 annual plan was apparent. 
Po I-po presented it, and Chou En-lai made "supplementary re - 

?“n it <both unpublished) to the standing committee of the 
PeoPjos* Congress. Between April and June the economic 
leaders— chiefi y Po I-po and Li Fu-chun— traveled and spoke quite 

1957 nian 1 ?' «*Plaining the reasons for the moderate goals of the 
1957 plan to various audiences. 

Po I-po, appearing at forums in Sian and Chengtu in early 
!u y i 4 > ! pok ! on the su bj«ct of "rectification" in construction. 

an l eC ° n0my ' the current slogans of the regime, and reme- 
dies for the many mistakes and much waste" generated in con- 
struct ion during the First Five-Year Plan, could be achieved by 
full participation of construction cadres in the rectification 
campaign. By way of illustrating past mistakes, Po noted that 
tb ® PJJJ . we alienated ourselves from reality and the masses, 

i la i erally P ursued excessively large-scale, modern, and 
high -standard construction." 
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1957 Po * n<1 Li Fu-chun were In Chungking elvlne 

.- lew 2 “ c V rrent Problems In construction, p«“cu!«l? 

Drooosltinn Lf 1 s;; tn *- Both Po * nd u subscribes to ?£S 7 
il 1 that "the current headlong modernization program is 

S2Se?ESSt?SS be . pr ? dUCed ln thls coun try and* t helicons ider thl " 
Th« j 1 • What we are doin 8 now i® Just the opposite " 

and small !‘ ei J erat ® d th ® need tor construction of medium- 

smaller on ^I^d"^^ Itl" 

e«s n es"s e s?^;s^uSt“S!* r °* " e,,sures caicuuted 

On 23 May 1957 Li Fu-chun addressed the New Democratic Ymith 
nitely’’ ii the First Five-Year Plan would "defi-* 

Second Five°v«»5 U Di llled * L1 stated that the keynote of the 
Li 5 Plan would be one of ’’naking every penny count " 

liol SLy**, pr ! sent Problems- in economic Segment ’ 

11* Idle S°°fi avld } t y to do ®verything P on a 
SfiPftJS Li said that this would be rectified in the 

tion of small a [ n H P^ ac J n S the emphasis on the construc- 

.. . »» swall- and medium-scale enterprises. Li also warned 

of a hanrf^ Cha *+ Zati 2 n should not be developed to the detriment 

and^Dotentffi 8 aDd ? ma11 Production" because of "tradition" 

Ana potential unemployment . 

!».♦< re P® ated much of his earlier discussion to a 
»!iH* 0na * o° n * er ® n ce of designers on 31 May. This particular 

problem * 0 f ^hc^relati ***»!< d ■ u 5 8t antially more emphasis on the 
p obiem of the relationship between central and local authori- 

to what*™!^ ap P ar ®“t that the question bad been settled as 
"should ^in J functions of the central government 
BnmS ! y ’ devolve to local levels. Li implied that 

Bone inhibition 8 to actual devolution of authority remained* 

£? \ilL B < T * ne l y lnslst « d that "from now on, .?!a laJge^ Jjrtion 

ove^t^li^i 8 * 17 and 8 ?“ e heavy industry" should be^anded 
° V ° T . to local management. This was necessary, said Li because 

eicessive f coHt^oi G h° Pme ^ S *“ recent years, overroanagement and ’ 
SSs?“ss? S3 Merclsed in Pl»»nt»g, industry, 

an«*»r.KL 6 K Ju 2 e l 957 Pel P in K issued a statement summarizing 

on deSign by TmI’K.JU* 1 L J Fu "® hun to the national conference 

5 ^ A tement contained some general ,f pr indoles 
of guidance" for the Second Five-Tear Plan? Itwa-Ipparfn? 
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from tho reading of the principles that the "lessons" of tQSfi 
had been given heavy weight In their formulation? “he two 

agrl“nure d Md®llfht J n ' re ? se<J "Proportional" Investment In 

”2o«S“ t laM fl C SifiJ UC i 1 ! n COStS; (4 ° contlnuin K construction of 
i a large plants but more emphasis upon small and medium 

Plant construction; (f) prior it? to dev?lSp2eSt of the « 
(g) C fJlflilmcnri? S ,J 1 i hl 2o heavy 1 » d “®trial Investment; Jnd 
qulrements^from lLl° at ° .“l XST'g J^s^nT"* I®‘ 

t - e / i rr^i«on j ?;e nt g?o t ;:dr;h.rmore 
o? SO^muHoi JeopU*" CUU “ re t0 " eet the " growlng de “ n<l8 

cided S shift 1 i2 e Jhl° P ? entS s V ggested that there had been a de- 

These In Hd 3 SlSiZTJl Mlr^^St.^eSroT^e^I^Sfin 

ment h for t rrtn the prior l ty of guaranteeing the requisite equipl 
Ap? 11? U cJI^.r^5 production; Mao's reported statement of 

»e P et the "Se^Ss of“2o^l iS^pe^^aTa * f*!" 1 *"® to 

Five?Year) C plae^ U *e ln ^ 

Ples' livlll h “d,”ec"o U nd Hill ^p^^nd' UsMe' 

coLeofJ'; 1 $ 0 » tr “ c «on." The predominant ;n5 so^»J““ro. 
«?Ud «\o lIS? P ;L‘? Jh* derS ?J P r the conception »hl?h 
was the keJ th rapld devel °P"> e nt of heavy industry 

a conclusion ?h a +° n0mi S Progress, appears to have broadened into 

la?ae iumbe? ^5 ec ° norolc development is determined by a 

fjfff number of interdependent factors. The problem of how 

Jecu^reSt cHllf a ?o? r ®h S ?° Uld H be handled " as formulated in the 
hPoIImf e ?K« Cal J S f° r a balanced, proportionate development” and 
became the main topic of public discussions of economic polJcies. 

™<JE he re fJ me ' s chief spokesman for agriculture during this 

1957 Tenff S »!! 6 m oderate Teng Tzu-hui. Between April and June 
1957 Teng was primarily concerned with giving impetus to the 
campaign for construction of small-scale irrigation and water- 
conservaucy projects. Oh 20 April 1957, speaking to a mZStlSs 

vealed that®!?* 1 ?. ?* the p * rtys Peiping committee, Teng re- 
veaied that the regime was experimenting with a new form of in 

centlve system for increasing agricultural production. The 
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system, which Teng called a "two-target" system, appeared to 
be composed of two production goals: the first, a "guaranteed" 
or nlninuiD goal, set 15 to 20 percent lower than actual annual 
output; and the second, a planned production goal, set higher 
than actual annual production. As Teng explained it, 70 or 80 
percent of the overfulfillment of the "guaranteed" target would 
be awarded to the production brigades as a bonus. "Seeing that 

jj fr Gasy to overfulfi11 tl »e production target and get a bonus, 
said Teng, "....the production enthusiasm of the cooperative 
members will naturally increase." 


The fact that the "ease" of overfulfillment came from 
setting the guaranteed target below actual annual output, as 

the « re » ter Proportion of overfulfillment 
was distributed to the members and not plowed back into produc- 
tion (accumulation), must have made, as Teng put it, "some com- 
rades view this with anxiety." Teng’s advocacy of this ex- 
perimental measure was consistent with the moderation expressed 
in his earlier views on agricultural policy. But more important 
ly , this two-target" system for agriculture outlined by Teng 
appears to have been the precursor of the revised system of 
planning targets for industrial production— the system which be- 
came part of the "leap forward" movement of 1958. 


In the process of speaking about the necessity for con- 
struction of small- and medium-scale irrigation and water-con- 
servancy works, as well as of advocating incentive measures and 
methods of democratic management for the cooperatives, Teng made 
it clear that his moderate position was based in part on the 
Judgment that "capitalism" had been expunged from the country- 
side. The question as to whether the peasant would take the 
road to capitalism or to socialism "had been solved," said Teng 
as the result of the agricultural cooperatlvization movement 
This sanguine view was to be specifically denied by the spokes- 
men of the "great upsurge" barely five months later. 

People’s Daily ran a feature article on 5 May 1957 entitled 
A Pre Aiminary^tudy of the Income and Living Standard of tho 
Peasants of China" by Tan Chen-lin, an early associate of Mao 
who had been brought into the party secretariat under Teng Hsiao- 
ping in 1955. Although Tan was careful to point out that his 
study was "preliminary" and based on "incomplete materials," 
his article was a detailed defense of the correctness of party 
policy in agriculture, with the conclusion that: "Viewed against 
all the facts, it is clear that the workers' life is no better than 
that of the peasants . " 
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In this article, Tan's first appearance in the field of 
agricultural policy, Tan seemed to be, unlike Teng Tzu-hul, a 
"high-pressure" man with little sensitivity to rural problems. 
The article was tailored to agree with Mao's dictum, included 
in his "contradictions" speech, that "it is not right to make 
a superficial comparison" on the questions of the worker-pea- 
sant income differential and to "draw conclusions that one is 
too high and the other too low." Beyond providing "facts" for 
those who wished to argue the question, Tan's article indicated 
(where Mao and Po I-po had not) that the argument was also an 
interparty discussion. As Tan Introduced the problem, "since 
the autumn harvest of 1956 a number of comrades have taken 
the view that the peasants still have a good deal of trouble 
making a living. . .some of our comrades even subscribe to the 
opinion that 'upon entering the cities, the Communist party 
forgot the villages. '" Tan's conclusion was that while the 
party's policies were not "faultless," the "facts" seemed 
to "Justify party policies." 

Continued Moderation, Summer 1957 

During this period of a "moderate" attitude in Chinese 
Communist discussions of the economy, the "rightist" attacks 
on the party and its policies happened to reach their height. 

The annual meeting of the National People's Congress was post- 
poned from 3 June to 20 June and again to 26 June— apparently 
owing to the Impact of criticisms of regime policy made at the 
preparatory meetings of the congress by the deputies themselves. 
Chou En-lai opened the congress on 26 June with a bitter blast 
against the regime's rightist critics. 

Chou was on the defensive and therefore was disposed to 
refute charges which he himself, among others, had earlier con- 
ceded. He denied that in the course of economic policy the 
regime had "advanced too hastily in 1956," although he had 
admitted this in September. He also denied that Peiping had 
"retreated too hastily in 1957," or that the regime was res- 
ponsible for a "too great" discrepancy between the life of 
the peasants and workers. Other than the irritation with 
which he rebutted these criticisms, Chou's defense contained 
little of interest. 

On the question of the rightist criticism of over-centrali- 
zation of the powers of government, however, Chou did acknowledge 
that in order to rid. the nation of this shortcoming "we began an 
examination of the' ’government structure.'' "The government he 
said, "has decide^ to makV"3ft£££|ihT;e readjustments, expanding the 
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powers of local authorities so that their creative initiative 
may be freely developed under the coordinating leadership of 
the central authorities." p 

f . a *J un ®* L t Hsien-nien gave a report to the NPC on 

^ ii?f 6 ?? dge J a ?? the P lanned 19 57 budget. With regard 
to 1956, Li said that the "achievements were fundamental, 
shortcomings and mistakes secondary." The "undesirable" ef- 

^\i n ' 95 Z.°* 1959 over spending on progress could be reme- 
died by boosting production, economizing on expenditures, and 
increasing reserves of materials. Li noted that "it is in- 

w<ii a K3 e #i ha J rat ® °* ® rowth in ®ach year is uneven. .. there 
will ..... fluctuations. There was nothing "impossible" in in- 
creasing the pace "as we did in 1956"; the shortcomings result- 
ed from lack of experience" on the part of those in financial 
and economic work. 

The general objective of the financial plan for 1957, Li 
said, was to "consolidate 1956." He predicted that 1957 reve- 
nue would be about 2 percent higher and 1957 expenditures 4 
percent lower than in 1956, and he foresaw that a large amount 

♦ CO i!j d b ? ® a ][ ed cuts in expenditures on administra- 

tion and national defense. Capital construction in 1957 would 
be abput 20 percent less than that of 1956, with most of the 
cuts to be made in the nonproductive category. Li noted that 
the proportion of cuts in budgetary expenditures would be great- 
er in the case of the central government than in local govern- 
ment expenditure, because "from now on, more enterprises and 

undertakings will be transferred step by step” to local manage- 
went. ° 


H f ien ” nie “ also expressed satisfaction with the com- 
modity price situation, noting that most of the price fluctua- 
tion in n ast years had been in the "free market." This, said 
T . J n ® v lJable; In a way it has its positive aspects." 

Iw U?* im Ply that all now was well with the state control 
of the free market"; he left the subject after expressing the 
view that price fluctuation in that market still reauired 
strengthened state leadership. 

** apparently was very much In favor of the proposed "rede- 

between local and central government 
authorities in financial work, which had been under discussion 

?2 r !K! ha VJ ear *" He sald ’ "Appropriate changes must be 
made in the existing method, whereby expenditures and revenues 
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of the local authorities are virtually under the control of 
the central financial authorities. Given these changes, local 
financial authorities can then, within definite lim- 
its, arrange expenditures and revenue with a free hand.” Li 
hoped that the details of this problem, as well as similar 
measures designed for the financial management of enterprises 

in d,, 1957 e or°1958 g,,Chan8eS ^ * h6 *** system * could be settled 

P° I-po reported to the NPC on the annual plan for 1957. 
|f® s !j * he background for the plan in the following light: 

In 1956 our country was stricken by the severest natural ca- 
lamities since the liberation, and an adverse effect is to be 
expected in 1957 in all fields of the national economy. . .the 
shortcomings and mistakes that took place in our work in 1956 
have resulted in a number of contradictions in certain aspects 

° j? c ^ nom *^ an< * soc **l work— contradictions which need an im- 
mediate solution. M 

^ ex P la ined what the mistakes in planning work had been 

in 1956. First, an excess of 1.5 to 2 billion yuan in capital 
construction by the state had meant that more construction had 
been undertaken than the supply of construction materials and 
equipment had warranted. Po pointed out that "we were not 

? f the ?' ror then,” and the planners' assumption that the 
1956 plan would be 95 percent f ulf illed~"as in any of the pre- 
vious years"— was proved wrong when actual fulfillment proved 
to be "99,9 percent." The specific error, said Po, was that 
"we set the plan too high." 

The second error, in Po’s estimation, was in the credit 
and loan policies of 1956. The 1956 bank loan and credit plan 
contained increases in loans to 1.41 billion yuan: the actual 
figures turned out to be 2.97 billion yuan. Po was quite ex- 
plicit as to the cause: "In order to ensure financially the 
great victory of the socialist revolution, it was absolutely 
necessary to Increase such loans." The specific error here, 
said Po, was that "we failed to reduce even small portions of 
the loans in the course of Implementing the plan." The third 
and fourth errors in the 1956 plan were that the planned fie- 
ures for both additions to the labor force (planned: 840.000: 
actual: 2,300,000) and enrollment of students were too low. 

It was errors such as these that caused a depletion of state 
financial and material reserves. k 
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. 1Q J?° s statement of mistakes and shortcomings” in planning 

in 1956 was not a direct statement of the basic problem. The 
basic problem of the planners was that the rigid over-all plan 
for economic development could not withstand the impact of un- 
foreseen changes from two sources. The first source the weath- 

er ^"TU S somewhat removed from the control of central planning, 
ana it apparently took a bad crop year such as 1956 to illu- 
strate to the planners the vulnerability of plan objectives to 
agricultural calamities. j 

The second source— political policies pursued by the re- 
gime— was the area in which "the lack of experience,” as the 
planners put it, particularly caused difficulties. Po's first 
mistake —that of setting capital construction targets too 
high— was more a case of projecting fulfillment than of setting 
i T f5 l'? 9 .9-percent” instead of ”95-percent” fulfillment 
directly to the political pressures generated for 
fulfillment in the "upsurge" of 1956, 

In similar fashion, Po's second "mistake”— that of not re- 
covering part of the unexpected increase in loans made in 1956— 
s i d fr step ® issue. The "mistake" lay not with the recovery 
?JL th ? Se fund f> but rather in that the planning mechanism and 
4 .? lann ?f s th ® roselve s were not prepared for a primary effect 
of the policy of "rapid socialization of Industry and agricul- 
ture. The Increase in the number of economic units in agri- 
culture, industry and, commerce under state control as the re- 
sult of socialization created an equivalent increase in the 
number of units eligible for loan support from the state. Po's 
statement that "it was absolutely necessary to increase such 
loans in order to "ensure financially the victory of the so- 
cialist revolution" was correct; this loan eligibility had been 
one of the regime's chief inducements to "socialization" in the 

upsurge of socialist transformation" in late 1955 and er.rly 
1956 o * 


The remainder of Po I-po's speech, outlining the 1957 eco- 

most of the P° ints "ade in the early months 
of i957 by Po himself and by Chia To-fu. Besides the 20-percent 
reductions in capital construction investment, most of the meas- 
ures in the plan were aimed at bringing the development of the 
agricultural sector into line with the rest of the economy. Al- 
though investment in both industry and agriculture was to be cut 
Po noted, "We have managed in allocating funds to cut down less 
in the field of agriculture and more in industry." 
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‘greased 'e^ha^/woJfd^e^lverjo tKeJcaWer' 

iSMj UuSE* ln " e “ e the -«•“ oft2Su2» 

inrp«ro». P « e i ic l e - that the value °* industrial production would 
2i y pG I Cen l in 1957 a,ld went to sime lenglSs ?o 
P . the r *te of increase was so much below the 32 oer- 

?r2i„S a JE!V n 1 ? 56 ; Most ot the Justification again revolvf" 
£pvfln, d « the iropact of the agricultural calamities of 1956 on 1957 
revenue sources. The length and detailed nature of the lus+lfi- 

S^P T t % ested that SOn,e el6mentS Within the regime^er^not 1 

?i her highlights of the 195 7 Plan were the planned conver- 
ge? the defense industry's machine-building facill- 

ien?r!?iS iVi i i i n Production and an undefined rearrangement of 
centrally and locally controlled machine-building caoacitv in 
order to "benefit the development of .11 pStmntUlitSS 2f the 
machine-building Industry." Much as he hid .Srliir i!\hJ Jew 

of liJee g iLi2 d ° r S ed th ? chlnge ln e ">Phasls from constriction ’ 
Inrf 1 ?nfpI SCa i e ???? rn plants to small- and medium-size plants 

craf Hindus tries lli Th< 1 ° n ., 0f ex f stin « smaller plants and handi- 
SMtiH?'! !; This change in construction policy would 

country." g fuU advanta B e the abundant labor supply in our 

was th!Jt he e rt?J OIDa i y lD a?° I “P°' S Presentation of the 1957 plan 
d J d ? ot mentlon * ®uch less endorse, the proposed 
ities f ihich°both^ f authority between the central and lScaPauthor- 
tut* whlch both Li Hsien-nien and Chou En-lai highlighted in 

of deeentra v? at +? nS t0 th ® NPC * Po ’ s silence on the subject 
Slannlr l^m?^? n hI aS “°! co ? sonant "ith his position as a 

as he»d’o^ I ^J 1 i5 t d. b V° ns ^V ed as ref l®cting his other post 
as head of „he State Council's Third Staff Office the aSex 

2 ® ov f rn ® en ^ control of heavy Industry and construction Chia 
September 19 5 6 had indicated that light inSustly was 

Sirs; . r“ ChU ? lndlcatcd that the decentralization 

de . SOrae heavy industry" as well as light industry. Po may 

tion ^n e ?hf°S Cerne ? ? ver the P° ssil >le effects of decentraliza^ 
tion on the heavy industrial sectors. a 

maintI?n«H e f reS K?I :ati yf s of th ® heav y industrial ministries had 
aintained a public silence on questions such as the construction 


- 45 - 


SECRET 


Sanitized Copy Approved for Release 2009/12/03 : CIA-RDP85T00875R001 00001 0007-9 


> 


Sanitized Copy Approved for Release 2009/12/03 : CIA-RDP85T00875R001 00001 0007-9 


SECRET 


of large versus small plants and the advantages and disadvan- 
tages of decentralization. In August 1957, however, Chen Tu, 
the minister of coal industry, apparently became the first 
casualty of the policy conflict on these two questions. Chen, 
a central committee member, was transferred at that time to 
an unimportant post as a provincial governor. In April 1958 
the Peiping press noted with approval that "in the past the 
Ministry of Coal was in favor of central government operation, 
large projects, and reliance ~ upon the state. It now is in favor 
of local operations, emphasis on small projects, and reliance 
on the people." In addition, the ministry had not been enthusi- 
astic about state pressures for increases in coal production in 
1957. 


The presentation of the 1957 plan and budget to the NPC 
was secondary to the struggle against the "rightists." Despite 
the "decisive victory" gained over the rightists, the press con- 
tinued to emphasize this problem for some time after the close 
of the NPC. In the meantime, the normal timetable for drawing 
up annual plans was compressed; three weeks after the close of 
the NPC, a conference was held in Peiping to draw up the con- 
trol figures for the 1958 plan. 

Po I-po and Chia To-fu were the key figures at this con- 
ference, which was held from 25 July to 22 August 1957. Their 
statements on the outlines of the 1958 plan indicated that the 
planners envisaged only slight increases in the 1958 targets 
over the 1957 level. The "guiding line" for the 1958 plan was 
the "policy of developing industry and agriculture simultaneous- 
ly, increasing investment in agriculture and industries that con- 
cern the development of agriculture, and developing agriculture 
and the chemical fertilizer industry, for a gradual change in 
the backward situation of agriculture." The striking element 
in both Po’s and Chla's formulation of the "guiding line" was 
not only the equal weight given to "simultaneous" development 
of industry and agriculture, but also the omission of any refer- 
ence to the "priority" of heavy industry. Up to this time, state- 
ments of the "guiding line" for economic development had repeat- 
ed the formulation, contained in the First Five-Year Plan, of 
"giving priority to the development of heavy industry.!' It was ap- 
parent the regime intended to continue the moderate course initi- 
ated under the 1957 plan. 

Po I-po indicated that the 1958 plan had been drawn up on 
the basis of Mao Tse-tung's "contradictions" speech. As in his 
NPC presentation of the 1957 plan, Po did not refer to the pro- 
posed decentralization or to its effects on the 1958 plan. "The 
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present: problem, Po said, "is how to use the accumulated capi- 
tal to reinforce the weak links of .. .agriculture and those in- 
dustries producing raw materials and fuels." 

I°- fu ’ 8 remarks on the 1958 plan contained a more ex- 
f in lt i * ^ t ? e current policy in industrial construction. 

th?i t ?i.J°J!5 t f2Si lon l n »!? t,nen * ln 1958 *«» to be "slightly more" 
than that of 1957, and "the policy of coordinating large, med- 
ium, and small enterprises — coordinating enterprises managed by 
the central ministries with local enterprises and coordinating 
new enterprises with old enterprises— will be continued." This 
problem of "coordination" of industrial construction between the 
central ministries and local authorities appeared to be a refer- 
ence to the decentralization measures mentioned earlier in the 
year. Here, as at the NPC, Po I-po again evidenced little in- 
terest in these measures at a time when a fellow-planner, Chia 
To-fu, appeared to be stating that a rudimentary form of the 
policy was already in effect. 


^ °!,I Se Ptember 1957 a People’s Daily editorial followed up 

the outlines of the 1958 plan as IaicTouT by Chia To-fu and Po 
I-po and repeated that the 1958 plan had been drawn up on the 
basis of Mao’s "contradictions" speech. The omission of "pri- 
ority to heavy industry" noted in the planning conference speeches, 
was, however, corrected by the editorial. The People’s Daily 
formulation stated, "The principles for drawing up the l95B“plan 
are as foliows: carry out the policy of developing industry and 
agriculture simultaneously, starting from the premise of develop- 
ing heavy industry as the core of national construction." 

The editorial also estimated that, from the preliminary 1958 
targets, "it appears that grain and cotton supplies in 1959 will 
still be unable to catch up with the rising living standards and 
developing industry, and that supply of most other crops reeded 
by industry will remain tight." In spite of this rather pessi- 
mistic view of the future, People’s Daily concluded: "Let each 
person do the job of several“arid let each dollar run further than 
usual. A plan made in this spirit will definitely lead to a new 
upsurge in China's national economy during 1958 and create a 
good beginning for the Second Five-Year Plan." 


Taken in the context of the entire editorial and within the 
framework of prevailing moderate approaches to economic develop- 
ment, it could not be said that this People's Dally reference to 
a "new upsurge" in 1958 was the clarion“of the~present "leap 
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forward" movement. Rather , it appears that In September 1957 

successful i v° reSa T * hat . th ® perlod of retrenchment would be 
a conc J ud ® d in 1957 and that it looked forward to 

thJt of 1957?° n ° miC development in 1 W 8 somewhat higher than 

1* +u S bee “ suggested that despite the "upsurge" of 1956 
some of the party’s leaders— perhaps principally Chen Yun— * 

e ?f ly ln 1959 ove ' tbe course of economic de - 
velopment, in the light of the new problems raised by the rapid 
of socialist transformation." This concern^as sane- 

intensified a bv i the 1 ?«»if r11 1 J 56 . s P® ech * Concern was sharply 
intensified by the failure of plans for greatly increased nrn 

duct ion in agriculture in the summer of 1956. A period of con- 

nl^; ti0 2 ° r a : breathi “B spell" — in order to consider alter- 
natives— became doubly Important. 

, . J b ® concern over new problems was secondary to a sDirit r*f 
hn+^?+ Sm dur i“8 the Eighth Party Congress in September 1956 
but it emerged clearly at the November 1956 plenum of the cen- 

and buderef ■««« at Thlch the ’’readjustments" of the 1956 plan 
Slfn b ?hP .!n announced. The "readjustments" of the 1956 
the ? nced nec « ssit y * or retrenchment in 1957, and 

"Jori«i?2J ? ° f * campaign to "explain" to the peasantry why 
socialist transformation" had not provided its promised fruits 
all helped temporarily to remedy the regime’s problems. ’ 

vativ^annrn^r+^r aS ® lrcura stances dictated a more conser- 
Itl 1 approach to economic questions, it became apparent that 

i«+o r f elme T aS ad °P tin g several new measures designed to stimu- 
ceitr»i?^°lf C gr ° wth * First among these was the proposed de- 

S?e J 2 ™ » uthorlt J- Th ® initial outlines of this meas- 

ure were vague but appeared to involve devolution of primary 

iHdUftl^J autb ° rit y over ®ost light industry and some heavy 

aJtho2iti52 0m J he . central government ministries down to local 
authorities. An increase in the latitude of local managerial 

Measure ty that°of e i2 ed *° . fac “ ltate implementation of a second 
diSm nianio 1 increasing the construction of small and me- 
The ?f two measures were directed at utilising a 
pe2iSd! 1 presuraably overlooked during the First Five -Year g pian 

finniai?L?f ChG J T u *;* s chief complaints about the "too rapid" 
to h^hao^i 011 °* industr y and commerce in late 1955 appeared 

on the fact that the smaller size, diverse private 
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enterprises were not well suited to central government operation. 
The Increase In latitude provided local authorities under decen- 
tralization may also have been aimed at solving this problem. 

The theory behind these measures appears to have envisaged 
th?.t all previously under-utilized industrial facilities would 
work at maximum capacity under authorities familiar with local 
conditions, and also that additional small- and medium-size 
plants would be built which would further develop production on 
local levels of government. Thus while large-scale, modern, 
heavily capitalized industrial facilities would continue to be 
built, the smaller and cheaper facilities would allow for a much 
greater utilization of that most abundant Chinese resource, man- 
power. In sum, it could be said that the Chinese Communists were 
moving away from the capital-intensive policies of the previous 
five years and moving closer to a labor-intensive program of de- 
velopment . 

The regime had also developed a new appreciation of the {im- 
portance of agriculture in the Chinese economic situation over 
these years. The measures proposed for strengthening this sector 
through 1957 were not particularly radical. Additional stimulus 
was given to the construction of irrigation and water conservancy 
works in order to lessen the impact of natural calamities upon 
agriculture. Similarly, the construction and production of chem- 
ical fertilizer plants assumed a new priority in industrial 
planning in order to enlarge the supplies of chemical fertilizer. 
A number of increases were made in prices paid by the state for 
agricultural products— a move taken to broaden incentives for 
production. The attempts to eliminate "coromandism" on the part 
of agricultural cadres and the calls for "democratic management" 
of the cooperatives suggested that a moderate approach to the 
problem of peasant dissatisfaction prevailed. 

The abundance of articles explaining the need for more mod- 
erate policies Jn early 1957, as well as the campaign of expla- 
nation and persuasion undertaken by the economic leadership in 
mid-1957 suggested that the regime hoped to withdraw from the 
high-pressure atmosphere of late 1955 and early 1956 without at 
the same time shaking the confidence and depressing the morale 
of the party faithful. This effort seems, however, to have been 
unsuccessful. 

The stimulation of the "free market" and the lack of puni- 
tive action against the newly established "capitalist factories," 
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doubt^about th ! 8 5«JI a ? Ures wer ?’ roust have created grave 
1949 n.r*pe™J he Part 5f ® monopoly of economic wisdom. Since 
DFnrinptinn , annual Increases In almost all categories of 
p oductlon and Investment had become routine. This cuatomarv 
expectation of uninterrupted economic progress year after V 
year was disappointed by the planned d?op g Jn ?he JJcS JS 1957. 

governient a ^«JItr«i 8ht 2® ars ? f Progressive centralization of 
Industrial ’ a ? d ® onstant descriptions of the Chinese 

like Anshan ? ln J®5 ,BS of hage ind «strial combines 

to the oroJe? i OU ’ had creat3d certain conceptions as 

lated h n tL a ^ Progress. These conceptions were vio- 

lated in the proposed decentralization and the Increase In 
mphasis upon small and medium plant construction. 

* Xt * s uncertain whether the economic leaders whose dm kh„ 
a " n r nced •»<* elaborated these ^Ucles S?e %»c“ 
1M 1M6 ; ho " Uu Shao-chi accused Sf re£rd- 

eJfr !u kle ?? advance . " Their statements did.how- 

"flurrJ of^SiLfS? cl f ma J® of opinion which permitted the 
whiS to thls so ~ c lled ’reckless advance*** 

J ed ln May 1958 * The result, as stated by Liu 
n«p«H hat thls dam P® ned the Initiative of the masses and^ham-' 

on the'agricu ltural h front^” Ctl0n fr ° nt lD 1957 ' and Particularly 

nf < . h i' lu s Jated that the party, at the third plenary session 

this TheTo^eotf" S . pt u m ?u r 1957 - " soon oorrdcted 

for an "Soiur f °! took * he for " of an exhortation 

the flrst P «?I?f u h t J a f 4 Quarter of 1957 and constituted 
1958 * rSt * 8 f What later becarae the "leap forward" of 
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III. THE SECOND UPSURGE 


Party leaders Prepare for "Upsurge," September 1957 

By early September 1957, the regime was fairly confident 
that the agricultural harvest would be better than the calamitous 
one of 1956, On 3 September, Li Hsien— nien gave a cautiously 
optimistic progress report on the national economy and budget 
for 1957, The plan and budget were "in the main satisfactory," 
chiefly because of the correct guidance — the "readjustment” of 
1956 and the "retrenchment" in 1957— given by the central com- 
mittee at its second plenary session in November 1956. As evi- 
dence of satisfactory progress, Li noted that the targets for 
financial revenue were expected to be fulfilled and might be 
overfulfilled, and that there might be a small surplus at the 
end of the year. 

Li then considered preliminary planning for the future. 

He noted that the basic targets in the First Five-Year Plan 
had already been fulfilled and "overfulfilled." He commented 
that "some drawbacks and mistakes had occurred in our work dur- 
ing the past five years but many of these. . .could hardly be 
avoided in the course of our advance." The "striking problem 
that stands out in our economic life at present f n he said, M is 
the fact that agricultural production falls behind the people's 
needs." The basic method of developing agriculture in this 
period was to be through increasing yields per hectare by in- 
creasing fertilizer supplies, encouraging water conservancy 
and drainage projects, and carrying out technical reforms 
"suitable to practical conditions." These and other policies 
outlined by Li— cuts in military and administrative expend!, 
tures and a decrease in cultural and educational construction— 
were repetitions of the earlier pronouncements. 

Li foresaw "many favorable conditions" for 1958; he noted 
that "crops were better than average in 1957," thus "ensuring" 
increases in financial revenue for 1958, and he also cited 
the "positive" influence of the production and economy cam. 
paigu and the rectification campaign. The remainder of Li's 
discussion was devoted to details of financial work for 1958 
and was chiefly of interest in implying that a decentraliza- 
tion in financial work would take place in the near future. 
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nrim.^Tv ♦ K nt of th ® P° tentlal of rectification’* seeas 
St h ? Ve encour *K©d the aggressive policies set forth 

!ii5 h L! hl d £i®2 ary 8esslon of the eighth central committee 
of ?h?S I!®?* September and 9 October 1957. The highlights 
meeting were Teng Hsiao-plng's report on the "rectifi- 

in iSSrA?SySr e 2 t, < an iS npU ? llshed report b y Chen Yun on problems 
f2r 4 ?hl e 5? ing agric i llt « ral Production and the draft regulations 
rhm^pS i *?P rovemen J of the state administrative system,” and 
C ou En-lal s report on changes in the wage system. Of the three 

whliS r i*h eP ° rtS K th ® ° nly com P lGt ® text was Teng Hsiao-ping's. 
While other members of the central committee undoubtedly spoke 

only excorpts from a report by Teng Tzu-hul on agricultural pol- 
icies were additionally published. po1 

The only information on Mao Tse-tung's personal role at the 
plenum comes from an article by Po I-po in Study in March 1958 

hiS°S?i n S Ma ° GB, P haslz «d to the plenvuTsf September 1957 

£J?tE?ES “°f e i J a ! ter ' better and “ore economical,” and 
S^< 1ClZed i b ® rightist conservative tendency” in party work 
Again according to Po, Mao also reflected the monitory line 

ists d “Sao P ronouncements of the economic special- 

!f f ald to have war ned that his anticonservative 

reality. ” US * b ® grounded ln fact and » ust be in accordance with 

Another remark attributed to Mao at the September 1957 
plenum provides further evidence that Mao had decided in favor 

thftt h H«ha? rg i n 5 * " 8 ® cond u P surgG " and was warning his audience 
that d ® ba t® had ended. Mao said, according to Po, that ”the 

been^sni remaining unsolved are those which could have 

been solved if there had been a united struggle.” 

Further evidence of Mao's position as of September 1957 ±r 

£ L U “ 1Sh ?, d SpeecSes of p.r?r™Sders ” lB 

Th best evidence seems to be ln the speeches of 

plenum? salected •“><> *« «*ve the major reports to the 

Teng Hsiao-ping in his report to the plenum reviewed the 
nounee^thft^th "rectification” campaign since May 1957. He an- 

would be broadened into a nationwide 
?A^+? ent J ath ®Li h ? n slack off after achieving its first ob- 

h^been^hA® 0 ^ 1 ? 1116 th ° thoughts of th ® intellectuals, who 
had been the chief source of "rightist” criticism of the regime 


- 52 - 


SECRET 


Sanitized Copy Approved for Release 2009/12/03 : CIA-RDP85T00875R001 00001 0007-9 


Sanitized Copy Approved for Release 2009/12/03 : CIA-RDP85T00875R001 00001 0007-9 


SECRET 


in early 1957. Thus the 
to the workers, peasants 
the entire future of the 


movement was now to "gradually spread 
and industrial circles." Teng tied 
regime to the success of the movement: 


. 4 T hi ? a socialist revolution on the political 
and ideological fronts. The socialist revolution on 
the economic front alone in 1956 (in the ownership of 
the means of production) was not enough and is not 
Consolidated. The great national debate now going on 
has solved or is solving such important questions as 
whether the revolution and the work of construction 
have been correct, whether the road of socialism should 
be ^ken, whether the leadership of the Communist party 
is wanted or not, whether the proletarian dictatorship 
is wanted or not, whether democratic centralism is want- 
ed or not, and whether the foreign policy of our country 
has been correct, etc. If we fail to win complete vic- 
ory in this debate , we will not be able to continue our 
advance. If we win this debate, the socialist transfor- 
mation and socialist construction in our country will be 
greatly advanced. 


While the majority of his discourse was devoted to the out- 
JLlnlng of measures to be taken to achieve victory in the "de- 
bate , Teng also singled out several areas where specific 

J ud 8“ ei >ts made by other members of the 
leadership on the Ideological situation in the past, had stim- 
ulated the growth of deviant thinking. 


Although he mentioned no names, Teng attacked three spe- 
C ® co “° mlc Policies for which Chen Yun had been chief spoke* 
? a “’» ® n . th e question of the rise of "unregistered" or "capital* 
“®r *®J: tor i es J h i ch occurred in late December 1956 and witt 
which Chen Yun had publicly expressed satisfaction, Teng stated 

oftii 0 ? 6 ? 41 !!! factorles nust be banned, and they must be made to 
*?“® 1 *2 ! he °§ en 80 they “ ay ** P laced under control, supervi- 
2J+!’+f nd tran sformation. . ." Teng was also quite dissatisfied 

?L2 ar l y hal *“" in w bich Chen Yun had been instrumental in 
<Iim 1 L 195 ?“I t0 * S ? C J alist transformation of the small- and med- 

*" d con,merc ial enterprises. That the cur- 
f en * rectification movement" would remedy this was indicated 
by Teng’s statement that "generally, all industrialists and mer- 
chants must be made to receive education, and there must be no 
repetition of what happened in certain past movements when a 
portion of the people were forgotten." 
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..a.! . ? ne of the baslc policies of the state as Ten* 

to till 

o? other*ii 1 o; y ? * nd " e r s 0t *> less .Srplis 

have eSlm iS2LI5 J ? farm ? roduc ® to the state. Some people 
the eng 5 8 !? 4 “ speculative activities— particularlysince 

made °ne w ^headvav^a fr ®® raa ? k ! ty when capitalism spontaneously 
maae new headway among certain peasants." 7 

the»(.'nf h "r!L?f.! e !J?< HSl f( 0 ' pl ‘' t! ' a re P° rt which was to becone a 
to JllSieaX li! 10 ***? 1 ' was that stron e efforts had to be made 
road* pi?ucuiirlf r !i tho 0penS J ty f2 r followlc « «* "capitalist" 

iSu? y $S 5 ** a * 

&%F* ht 7 p ? y h^ v :? B : d.*;^ 

the J oder ; te treatment of the middle peasants during 

f latly^octradlcte^both^lewsf a6ri< =“ 1 ‘“ ra ' Taa « 

seriorrn;Ls t r-L%J.ii"h S J e ?d:i^ y B .!iL P v*i r e t . y t 1 h.t 

£ k ® rOme g f le ln *5® countr yslde between the two roads 
«t ? t ?. an ® nd » that there is no longer any need 
to stress the class line, ana that efforts can be ex- 
clusively devoted to production and relaxing socialist 
education among the peasants .. .among fuSOt Jinxes Jn 
the countryside, there are also a minority wSO, due to 

capitalist id^i doraes lJ c economy, have developed the 
B+fiJ Ii. id J? g ?* These People in effect take the 

auastioM “il! well " to " do middle peasants on such basic 
questions as cooperation and state purchase and sale' 
and express doubt and dissatisfaction ov« t“ pOiicy 

foreet riaac and tl1 ® State... It would be incorrect to 
tJvfiH*. 1 ?? e na ly si s and the class line in the eoun- 
+hI S ™‘ fw im P era tive to ensure the supremacy of 
the poor and the poor-middle peasants while putting 
the cooperatives on a sounder basis. 

The three stimulants to the rise of "capitalism"- Driv**« 
factories, the "free market," and the lackoflSeologicJl 
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:? U ^ ti0n .?M he « mall - 8cale Industrialists — were good examples 
tio^ He A did y J!? r Wh i?5 T u? g Hs J ao -P ln K demanded 8 »rectifica- 
as "thews quallfy hi s criticism with reservations— such 

as these policies were correct at the time," or that the ooli- 
cies were "well-intentioned but incorrect." ^ 1 

criti^ism°i? d fh«li ler i/? ere ?®I e signs of discontent with the 
criticism of these policies at the time they were announced 

ln September 1957 may mark the ascendency of those 

of the d ^i?^«f a h t f° n i. dated ? ack to the time of the announcement 
of the policies but whose criticism had remained publiclv stifled 

error'nr " entl ? ned these policies without fSpiJSng 
li^» L t conscious stimulation of the growth of "capita- 
lism to the chief exponent of the policies, Chen Yun This 
suggests a fairly wide divergence between Chen Yun, who saw the 
and^Tena as practical, expedient answers to existing n ro blems, 
and Teng Hsiao-plng, who saw the policies as potentially sub- 
versive exceptions to Communist doctrine. 

' The divergence of opinion between Teng Hsiao-pine and Tene 

Chen h Vnn WaS Th iffer ?? t Rnd P erha P s more basic than that between 8 
of 6 !!™? The continuance of a "struggle" between the two roads 
mfti«n i iiJ SID ri and ° a Pj^ aliE ® apparently, in Teng Tzu-hui's esti- 
ni!l«n + P i? C ! d *u gricultural production in jeopardy; hence his 
hi^hpJ t n t ? at < i he question had been solved. He seemed to place 

«P° n maintenance of production than on the de- 
velopment of higher forms of "socialist" society. Ten* Hsiao- 

teJSi o? °f5j r hand > apparently viewed the situation in 
n /“? e of Impurities in the "socialist" system. Teng Hsiao- 

Sf M as tbat continued "struggle" along the right road 

8 ^Jo Ul * W °i! ld — Jeopardize production but indeed would 
ihJrh system to new heights of "socialist" perfection, from 
RoJr h 11 loglcall y followed that agricultural production would 

HOai « 


trenfiri?p a ?L?? Se ’ °P lnloos such a » Teng Tzu-hui*s would tend to 
generate feelings of content with the status quo and complicate 

It S; ®^ ttemptS to broaden the 8c °P e and quicken ?he pice 
annipenli progress. To the doctrinaire Communist (like, 

for co£tim.Prt eng Hsiao “P ln e)» deeply committed to the necessity 

Tene Tzu i hui d R P 5^fJ+? S t0 n ® W !! r RDd hlgher forms of "socialism;" 
attacked” hUi 8 1X5811:100 ver ged on the heretical and had to be 
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*4 cou ld be little doubt from Teng Hsiao-ping's "recti** 

^iai tl0n ^ re P? rt that th0 Pace of economic development la gen- 
eral * and agricultural development in particular, was to SDeed 

h T » n * J° t£d th ?* the dr * ft «tlon. I program ior“gr?cul?ur<, , 

?i?.1S^ negl * C i ed 10 the em P hasls upon "retrenchment" 
e tt -ate 1956 , was to receive new emphasis. The program had 
JJ® 1 “ded by the central committee, and ’’following the gen- 
eral da bate in the countryside on the socialist and capitalist 
roads, another general debate on agricultural production center- 
ing on this program should be organized so as to bring about an 
U * >S »t r m e printer in agricultural production and construction 

. . . Teng then foresaw that the program would again be revised. 
»i!! C !S! Sed * at a "congress of the party toward the end of the year,’’ 
and then formally promulgated. Teng equated realization of the 
program with 'stamina to struggle consistently against the trend 

that P® ® odei year which was to be "affirmed” was 

that of 1956, said Teng, and while agricultural production had 

H?f“ t Ca J ri ! d ? ut °“ " flrmer ground’’ in 1957, the phenomenon of 
"lack of stamina must be corrected." 

Teng Hsiao-plng noted that in the past most of the emphasis 
in propaganda and organizational work had been placed on indus- 
trial development, and that this had been "necessary and pro- 
duced positive effects." But the time had come to stress the 
important significance of the development of agriculture, and 
change the undesirable atmosphere which has emerged during the 
past two years." Teng cited the particular requirements in al- 
th j terms as the planners had used in describ- 

ing the 1957 and 1958 annual plans: "Increase our investments 
in the capital construction of agriculture (including water con- 
servancy) and make every effort to expand the chemical fertili- 
zer industry and other industries which can promote the develop- 
ment of agriculture." H 


In addition to underlining the necessity for strengthening 
the agricultural sector, Teng Hsiao-ping endorsed the three de- 
centralization measures brought forth by the politburo at this 
meeting involving changes in the industrial, financial, and com- 
mercial systems. ’The spirit underlying these documents," said 
Teng, is to shift part of the power to lower levels so as to 
release local initiative, strengthen the leadership of the var- 
ious enterprises and public institutions, and overcome subjectl- 
vism and bureaucracy." That there were dangers inherent in this 
change was noted by Teng in his reassurance that "at the same 

projects 1 " 11 DOt iBpair unifled leadership and major construction 
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These two possible hazards probably represented the two 
major criticisms which could have been leveled during the 18 
months of discussion which had preceded the announcement of 
the decentralization measures. The first assurance— that uni- 
fied leadership would not be impaired — was an echo of the Kao- 
Jao case of 1954, in which party leaders whose power was based 
in part on regional party machines had threatened the national 
leadership. The second assurance— that major construction proj 
ects would not be impaired — was apparently aimed at calming the 
rears of those elements in the regime who feared diversion of 
state interest in and support of large-scale construction proj- 
ects to less ambitious construction policies as the result of 
decentralization. Since malor construction projects are the 
hallmark of the heavy industrial sector and the leaders of the 
heavy industrial ministries (including their logical spokesman, 
Po I-po) bad refrained from all public comment on the decentra- 
P r °P° sals * heavy industrial circles seemed to be the 
chief beneficiaries of Teng Hsiao-p Jag's reassurance. 

also noted that the new regulations were not perfect, 
and that "they would be supplemented and improved in the course 
of being carried out.” "New contradictions" might emerge when 
^some authority" was shifted to local levels; therefore, said 
*eng, greater attention to strengthening planning and coordi- 
nation is required." In addition, this shift of authority to 
local levels was to be bolstered by a transfer of party and 
government functionaries down to lower echelons as the result 
of what Teng called a "vigorous" retrenchment. 


The "adjustment" of powers between central and local au- 
thorities, a minor topic in Teng Hsiao-ping's "rectification" 
report, apparently was the main part of Chen Yun's remarks be- 
fore the second plenum of the party. The points which Chen 
deemed important in the decentralization remain unknown, as 
does his presumed presentation of the revised draft of the 12- 
Year Plan for agricultural development. In spite of Teng Hsiao- 
ping s rather sharp criticism at this plenum of three earlier 
policies with which Chen Tun had been associated, it was evident 
that Chen continued to maintain his position and influence as 
the regime's senior economic leader. The decentralization plan 
"“to constitute a basic change in the economic administration 
of the regime, and the revised draft program for agriculture was 
to be the bar s for the new emphasis given to agriculture in the 
regime's ec< jmic policies. The fact that Chen gave the report 
on decentralization (rather than Chou En-lai, who had initially 
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Proposals in 1956) and the likelihood that Chen also 
or Tel * 6 prl " c JP a J re P° rt on agriculture (rather than Liao Lu-yen 
h«*.i cus tomary spokesmen for agriculture) un- 
derlined his continuing strong position. ' 

Het,J XC ? rpt ! from Teng Tzu -*»ui's speech at the plenum were pub- 
almost one month later. If Teng had either presented 

on the V rel^t^nn i h^ ,ltU ^ a ^l, P^OB^a,,,1 to the P lenum or had commented 
tSri h thJi! 1 ! hl S °iA he P ro 6 r am to the situation in agricul- 
ture, these excerpts did not indicate it. For the most Dart 

roH?« rep0rted ° n the P roceedln KS of an early September national 
conference on agriculture and, unlike Teng Hsiao-ping, did not 

?J ther dissa tisf action with the progress then being made 

countryside* 1176 ° r concern wi * h "ideological backwardness” in the 

M oa T?“f Tzu “ h ui’s report categorized conditions in agriculture 
trendi 1 ^ a^ y ’iJ nd U contained little that was critical of 
M?lJ S «J n < a + icu l t ? re ° Ver the P revlous 18 months. The main 

lation« f of nterGSt hlS speech was the Proposal that the rogu- 
O J°°P erat fves, which limited the reserve funds of co- 

S!dU at J Ve8 1° a waxi ® uro of 5 percent of income, be revised in 
£«l!e+T. t0 +! nlarg ? th ! coo P er atives ' sources of funds for capital 

vie ? of hls past lnsi stence that the Income of 
cooperative members should show continued increases, Teng Tzu- 

hui s proposal appeared to indicate he felt that the situation 

-?+J g +J? ulture had stabilised and that peasant dissatisfaction 
with this move would be minimal, 

e „ e+ ^ Te ? g alS ? r ? peated his earlier proposal for a "two-target" 
system in agriculture— under which a percentage of output would 
be given to the production teams if output exceeded the target 

subt f a ® ted if output fell below the target. Teng's 
citation of the usefulness of incentives was carried over into 
his comments on hog-raising policies. Teng, noting that a de- 
cline of 17 ,800,000 hogs in China between the end of 1956 and 
March 1957 had been satisfactorily remedied, laid the resumption 
of growth in hog production to (a) increases in procurement 

P ald to the peasants for hogs, (b) solution of the prob- 
lem of supply of hog fodder, and (c) "the Center policy: 'pri- 

p r 1 Y ate rai sing, public aid as the main measure 
and collective raising as the subsidiary measure.'" Teng noted 

restrictions in some localities" on implementation of these 

??? au ^’ among other reasons, "it is argued that hog- 
raising will aid the growth of capitalist thinking on the part 
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of co-op members, and the number of hogs Is therefore limited 
to one or two head per household." Teng categorized this at- 
titude as "incorrect." 


Teng Tzu-hui's position at this third plenum was uniaue . 
Despite the "hard" line laid out by Teng Hsiao-ping, with its 
condemnation of complacency with current conditions and attacks 
upon individual policies which fostered the growth of the "capi- 
talist" spirit, Teng Tzu-hui was able to continue his advocacy 
of moderate policy. However, his lack of association with the 
presentation of the revised Draft Program for Agriculture indi- 
cated that he was no longer the party's chief spokesman on agri- 
cultural policies. 


jkf September 1957 plenum of the central committee was des- 
cribed by Liu Shao-chi in May 1958 as having "reaffirmed the need 
to adhere to the principle of achieving 'greater, faster, better, 
and more economical results' in building socialism," and credited 

this meeting with having "corrected" the main error of 1957 

that of regarding "the leap forward of 1956 as a 'reckless ad- 
vance. " With six months of hindsight, Liu may have been over- 
stating the decisiveness of the plenum; nevertheless, it was ap- 
parent from the plenum proceedings that the period of consolida- 
tion which had begun in April 1956 was over. The general atmos- 
phere of the meeting, and in particular Teng Hsiao-ping 's "recti- 
fication" speech, seems to nark the point where the regime tenta- 
tively embarked on a "new course" involving pc sibly far-reaching 
innovations in the state administrative syste .. and agricultural 
policy. 


In spite of some apparent differences between Teng Hsiao- 
ping and Chen Yun on past policies and more basic disagreement 
on the c’-sr-all situation between Teng Hsiao-ping and Teng Tzu- 
hui, the leaders appeared to be in general agreement that rapid 
progress was in order. 

Exhortations for the Upsurge, Autumn 1957 

The third plenum of the central committee closed on October 
9, 1957; the two main topics — "rectification" and the revised 
draft programs for agriculture — were given additional prominence 
as subjects of a meeting of the Supreme State Conference on 13 
October. However, Mao's remarks to this body, which is only 
called into session by Mao himself, were not published. For the 
rest of the month, propaganda and notices ofimeetings on the 


- 59 - 


SECRET 


Sanitized Copy Approved for Release 2009/12/03 : CIA-RDP85T00875R001 00001 0007-9 


Sanitized Copy Approved for Release 2009/12/03 : CIA-RDP85T00875R001 00001 0007-9 

SECRET 


progress of "rectification" dominated the press. The orzans 

1 bureaus, commLsIfns 

ana the state trading corporations— gave numerous accounts 

Munition oi e ii lflCatl °i: ° f the 8t *» e ot *orI" InHII "lo- 
levlll masses" mas proceeding on to more advanced 

swlnc T IerI”KI t ? nt bo J les ln whlch "rectification" mas In full 

clillsllll 2d fKV" ,nn “‘ l1 P lannln e. the National Economic 
commission, and the long-range planning organ the state 

Iili» C0 ”" , j! Sl0n- In the «ek of Oc?Ib«; ioih hU lIrll: 

mee ^^ n 6s at which their respective chairmen p Q r nn «ni 
Li Fu-chun summed up the campaigS. ii botS o?«ns tJ^eJ 

"Exp^ndiJe bSth e 5 , nrt t °t OCCUP X thC attentlon of the members wire: 
industry 0 " I'f a S ricult «re with priority to heavy 

industry , and Industriously and thriftily constructing the no 

bureaucracy and reduce excess personnel. eliminate 

consisted*©? S&SE.S'S s^^cVI**" 8 

companied "rectification" In the Ithlr orllls of ihl 122.?®" 

I«”I™ne°iZ.i? e pu^p 7^ et, ob J ec t lve°of 8 " blooming 

themselves and "going to the masses" for criticism of 
their work, It would be expected that some, If not all of the * 
criticisms of planning work that had been made by the chief nion 
^ em ?! lves ln 1956 and 1957 would provide eLlTlent llt£- 
the S admitted campaign. However » there was little reflection of 
fication" in thf pU^lfl^^ 116 publlshed record of "recti- 

nr rt «fvh»e r + was > howe ver, a somewhat different flavor in the ap- 

plISSS 5n 16 P oI?nSlI n fn aSri ? Ult ^ ral 1,01107 after the September 

pi num. on 16 October the role of chief SDokesman for the - 0 

f^ e chIn a ?J iCUltUra i £° llcy was fllled by a comparative newcomer 
Tan Chen-lin one of Teng Hsiao-ping’s deputies on the party ' 

. Tan l "explained" the reviseddraf t prograi/for 

If thI 1 Nat?in?? V o l0P ? e ? t t0 the ru bber -stamp Standing Committee 

SDoken on^rtinit^ 10 s 1 Con S ress - Up to this time Tan had 

thl difffllnJj ? r S ? Dly ° nce ’ in May 1957 > when his article 

MeI h Iiv d II f II??“li ^:?le"nle°: ker a " d Pei81nt liVellh °° d »ad 
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Tan’s exegesis was not published with the revised draft 
Program for Agriculture. The most meaningful revision contained 
in the draft was the addition of goals for chemical fertilizer 

p I°S u £H on * The P ro S ra ® called for an annual production goal 
of 5,000,000 to 7,000,000 tons of fertilizer by 1962, roughly 
double the 1962 production target of 3,000,000 to 3,200,000 

t 2 n ?«S lch wfts contalne <l in the Second Five-Year Plan proposals 
ox 1956. 


Some of the more grandiose goals of the original program 
were omitted! as were those sections on the organizational de- 
velopment of agricultural producer cooperatives which had been 
made obsolete by "rapid transformation." While the Inclusion 
of Increased chemical fertilizer goals was quite Indicative of 
the regime's increased concern for agricultural development the 
whole procedure of "revising" and re-publicizing the program 
appears to have been more a device for focusing national attention 
on the agricultural problem than a specific plan for actually 
solving the problem. 


Tan Chen-lin appeared again* as an agricultural policy 
spokesman on 26 October 1957, addressing a provincial water- 
conservancy meeting. The conference was to discuss the ex— 
periences of Honan in building small-scale water conservancy 
and irrigation works to offset the problems of drought and 
flooding which periodically occur in that province. The "summ- 
ing up" of these experiences was to provide for a "bumper wheat 
crop" in 1958 and was to be "based" on the newly revised draft 
program for agriculture. 

The very aggressive approach to the agricultural situation 
which marked Tan’s presentation had not been evident since the 
height of the "socialist transformation" period in late 1955. 

Tan held up 1956 as a model year of effort in agriculture. In 
response to "mass demands, " said Tan, "our party mapped out the 
40>ArtlclG draft outline," and consequently "a miracle occurred 
in our industrial and agricultural construction in 1956. Though 
we did have some defects, the achievements were great and prin- 
cipal." The "strength" behind this progress in 1956 was the 
"giant material force born of the masses’ mastery of the party's 
policies and measures." This, however, had clearly not per- 
sisted. "Between July last year (1956) and May this year (1957) 
the guiding principles of 'better, more, faster, and mors Eco- 
nomical' and the 40-point plan have not been mentioned." 'ran 
complained. "Why? Because some people cried, ’ you are going 
too fast. ' Some advanced elements were intimidated by this. In- 
sufficient confidence is a kind of rightist thinking." Tan 
noted that this trend has been reversed and "progressive strength" 
recovered through the "socialist debate" in the countryside, 
the rectification campaign in organization, and the "antirig.htist" 
struggle. 
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Tan strongly endorsed the party's emphasis on agriculture 
and the dependency of Industry on agriculture. He emphasized, 
however, that Industry remained the "mainstay" and pointed out: 
"We are not developing agriculture for agriculture's sake, we 
are developing agriculture In order to develop industry." Tan 
stated that the greater part of this Increase In agricultural 
development was to come from the construction of medium- and 
small-scale water conservancy and irrigation works primarily 
through the efforts of the peasants themselves and not through 
state financial support. 

Tan's report heralded another of the regime's annual cam- 
paigns to mobilize the rural population fully for water-con- 
servancy and irrigation work during the season which, prior to 
1949, had been called the peasant's slack period. The report 
was replete with examples of what "advanced" agricultural units 
had achieved through mobilization of their labor forces — in- 
cluding those of one district i i Kansu which, normally beset by 
drought, had spent the winter piling snow and ice into ponds to 
assure themselves of adequate water during the growing season. 
Tan foresaw great things for these programs, and underlined 
his conclusion by pointing out that a happy alternative such as 
agricultural mechanization was not likely to present itself; the 
best that could be hoped for was improvement of existing agricul- 
tural tools through utilizing the "innovations, creations, and 
advanced experiences of the masses." 

While Teng Tzu-hui appeared to have been eclipsed by Tan 
Chen-lin as the regime's chief agricultural spokesman, Teng was 
by no means Inactive. He was noted attending various meetings 
around the country and speaking on agricultural problems on 
several occasions after the close of the September plenum of 
the central committee. 

On 10 November 1957, in Shantung Province, Teng repeated 
Tan Chen-lin' s statement that, while it had been "correct to 
lay emphasis upon industrialization in the past few years," not 
enough publicity had been given to the importance of agriculture, 
Teng stated, "We should try our best to carry out the policy of 
the third plenary session of the central committee of vigorously 
developing agriculture while giving priority to the development 
of heavy industry." Other parts of Teng's speech also were 
repetitions of Tan Chen-lin 's statements, including emphasis on 
mobilization of agricultural manpower. "Only in this way," said 
Teng, "can the peasants' demands for livelihood and production 
be met, through full and rational utilization of human power 
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thr oiigho ut the year.” The funds for developing agricultural 
production, irrigation projects, fertilizers, etc., "should be 
obtained from the public funds of the agricultural producer co- 
operatives ', the state would provide funds for larger projects 
and items like farm machinery. 

!? a ? e 8evera l other appearances during the last 

n2^i!lh™i 1957 ui but !” mos J cases hi - s concern appeared to be with 
peripheral problems in agriculture such as the development of 

production in mountainous areas. Of more interest was the fact 
that none of his pronouncements had the aggressive tone of Tan 
Chen-lin 's comments. While Teng endorsed all aspects of the Sep- 
t ember plenum s policy, and consistently advocated the maximum ¥ 
utilisation of funds accumulated in the cooperatives, he still 
maintained the comparatively moderate approach to agricultural 
J£ a J 5 ad c *j a racterized the past 18 months. It was also 
apparent that Teng did not subscribe to Tan Chen-lin's criticisms 
of the handling of agricultural affairs during that period. 

i* At , t *}® same time Increased stimulus was being given to agri- 
cultural development, other statements indicated that the pace of 
deveiopment was picking up and that the forms of development were 
(.hanging. After almost a year of comparative silence, Liu Shao- 

nssi a J H lahonor of the 40th anniversary of the 

USSR on 6 November 1957, made it quite clear that speed was the 
order of the day. 

After a }° n 8 tribute to the various contributions made by 

y et S n i? n to the cause of soc t ft lisni and a listing of the 
past sins of the bourgeois rightists in China, Liu proceeded to 
emphasize the tasks of the future. He predicted that the First 
Five-Year Plan would be "fulfilled and overfulfilled." While "we 

“YU ?7 rea JlL lalc L a P r ® limina ry basis for our industrialization," 
said Liu, the material base of China's socialist system is still 
far from adequate." Liu was of the opinion that this could be 
completed in the course of the second and third five-year plans, 
or a little longer," by carrying out the policy of "developing 
industry and agriculture simultaneously with continued priority 
emphasis on heavy industry." r J 

*«.ov. L1 M« Stated * hat there wera tw © ways of accomplishing the 
+ aS 5* . « One way is tc do things quicker and better; the other is 
to do things slower and aim at lower standards." Liu endorsed 
the former way, asserting that this had been the line of the cen- 
tral committee since the winter of 1955-56. Liu then proceeded 
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to comment on instances where the central committee's f.nH h .„i 
advice had not been taken. Liu cited "some ™$e" She "uS^r 
»f seeking better quality and grS a Ureconoiy , "wre 
opposed to doing more at a greater speed and proposed to do loss 

SS?tI°.s slmnie as his positional perhaps 

mit mistakos P if So i* d?° ked ’ bUt said ’ " We are bound to com- 
Sis tho o? lf S do «bt and reject totally, without making analv- 
sis the sicgan of achieving quantity, speed, quality and ecSn- 

Liu paralleled Tan Chen-lln f s October criticism of the 

ye^s^a^ nr^A'H ““«***«"’ " The in ?Je l«t £o 

some neSnle^inrtor*?^ *5® va £ uo dt>ubt «nd rejection harbored by 
initiStiJe oJ 1 ?^ .Isf advance of our cause, damage the socialist 

oSantitv LS saa s m4SSeS l * n<: result not *« the achievement of 
«ste „ \ S:npo5«?’.^e r y? n .r“s^ces e " 0n0 " y - but *" ‘ r ®“® r 

ek P er[Jn\e S ^ 0 d C . h L C a°v n ^ 1 S , a d ^ eb t y o t C h S^ ng 

its adjincS experlences*and iSSSS 

technology... To value truly this priceless ass«t rL!f5!» 5 ? * 

the fl a^a! i*"" 1 -* fr °" 11 ln Jit* 

?o T Ch?r nt Li a J d S ,r “f®tLed e th 0 e !^Ut^iL£*S%£.J5. 

to China. Like Liu, Li Fu-ohun endorsed the policy of "simul- 
d ® v J lo P ment of industry and agriculture, with priority 
eavy industry.” Li Fu-chun's formulation of policies in nnn- 

st ruction wa ®? omewhat dlfferent than Liu's: "Henceforth con- ” 
struction, while carrying out the guiding principle of H ADA nHi n <r 

upon our own strength for further progress we »Sst ?i«2 SJ! dln fw 
camp?" Ual cooperatlon and close coordination with the Soviet g 


st i? ?? la J eres ting difference in emphasis between the 
statements of Liu Shao-chi and Li Fu-chun. The "guiding princi- 
ple of depending on our own strength for further progress" 1 

conclusion tLt 1 th aS « ba ? 1Cally ““ echo of the carSfufly phrased 
tion is ti b^ilS «n ma ? purpos ® of socialist industrializa- 
iion. ..is to build up... a comprehensive industrial svstem" ■ 

S“ Cl S? ion contained iu Chou En-lai 's report on the Second plve- 
Ye r Plan proposals made at the Eighth Party Congress in 1956. 
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While neither Li nor Liu denied the necessity for Soviet 

size S th25!V n c ° nstructlon > only Li Fu-chun chose to empha- 
size that dependency upon the USSR was not envisaged. 

was * the lead in the second ’'upsurge" 

was publicly being taken by three party leaders in order of 

Jh£ e £ r H nC K' T ®!!? Hsia °-P 1 ng, Tan Chen-lin, and Liu Shao-chi~ 
who had been discussed in earlier POLO papers as "party-ma- 
chine or organizational" figures with similar backgrounds 
jnd apparently similar dispositions. They apparently were 
acting in accordance with the wishes of Mao fSe-tungf the 
driving f° rc e behind the "upsurge" of 1955-56. The three 

culln * *h. party’s economic spe- 

cxaiist s --Ch e n Yun f Li Fu-chun 9 Li Hsien-nien. Po I-do and 

Teng Tzu-hui — some of whom had been discussed in earlier POLO 

lai er other« er «? ° f K a “ ” admlni strative" group around Chou En- 
lai, others of whom were, regarded as "unaligned." The 

economic specialists, however, took a less positive and em- 

a Jioa+ llne th ?+4 d ^? the "P ar ty-machine" leaders and showed 
£+h« a i er , sen ® it f'' i ty to actual and potential problems. In 
bPtw!pn°!hh S, p i !! t J eir publlc r °les there was a distinction 

Technician« ™ h +£ ter ?K and ?’ hreateners °n one hand and the 
Technicians on the other, between those less directly rescon- 

at b i«ac? d +K h ° Se direct ly responsible, which suggested 

thPii P° ssiblllt y of genuine and serious differences 
in their views as to policies and procedures. 

Regulations on Decentraliza tion. November 1957 

+hi.«m, T « e + Sta i e Connell’s promulgation on 15 November 1957 of 
three sets of regulations for "improvements in the financial 
commercial, and Industrial management systems served almost * 
as documentation of how the regime was, in Li Fu-chun* s words 

g » ing 4 t0 C *5 r / out " the guiding principle of depending on our’ 
own strength for further progress 


_ ! e f e * 8 , of regulations, those on the "improve- 
° f industrial management system were principal, with 
J5*ii??rv eS the commerdial and financial systems apparently 

°f f i? ±a i ex P lana tion of the industrial manage - 
p „?tions indicated that the new regulations were to 

rectifiy two main shortcomings." First, some enterprises ver* 
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being controlled Inappropriately by the Industrial minis- 
tries of the central government, with the result that "the 
powers of the regional administrative authorities with re- 
gard to the allocation of materials, financial control, and 
personnel management have been too limited." Second, the 
administrative power of the individual managers of enter- 
prises had been too limited, while the industrial ministries 
uad exerted too Mich control" over the affairs of individ- 
ual enterprises. 

The regulations did not envisage a wholesale shift of 
controi : much as Chia To-fu had indicated at the Eighth Par- 
ty Congress, the enterprises which were shifted to the con- 
troi of local authorities were in the fields of light indus- 
int *ustry, and textile industry. Industrial ac- 
tivities expected from the change, and which were to continue 
to be controlled by the industrial ministries of the central 
government, were "large" heavy industrial Installations and 
major transportation facilities. All others "suitable for 
transfer" were to be transferred "gradually." In addition, 
perhaps a source of unhappiness in the heavy industrial min- 
istries was that, "all enterprises" under the control of the 
ministries were henceforth to fall under the "dual leader- 
ship ’ of both central and regional authorities. 

These shifts of control of enterprises down to local- 
level management, plus the planned increase in local-level 
participation in apparently all facets of industrial manage- 
ment, were not empty gestures. The second section of the 
regulations dealt with increasing the control of local au- 
thorities over the allocation of industrial materials; this 
appeared to give a local authority, such as a province, the 
power to balance the needs of both provincially operated in- 
dustry and of ministry-controlled enterprises in its area of 
jurisdiction against supplies available within the province. 

The regulation made it clear that this over-all power was one 
of "balancing" only, for the existing system of centrally con- 
trolled application for and allocation of materials remained 
unchanged. The most concrete expression of widened authority 
to local organs was the proviso that material allocations for 
purely local-government-operated enterprises and joint state- 
private enterprises under local control could be handled by the 
local authorities. An incentive factor was added at this 
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point: if locally operated enterprises could overfulfill the 
state plan for production of materials for centralized distri- 
bU ;l on i a proportion" of the overfulfillment was to be set 
aside for that local authority's "disposal and use." 


, . ^!? e third section of the regulations widened the extent to 

which local authorities could share in the profits earned by in- 
enterprises. Thus, local governments were allowed to 

£r»! i i S * 0f A J°f n,er centr al government enterprises which 
had been shifted to their control, retaining 20 percent them- 
selves and passing 80 percent to the central government. As be- 
fore, local governments remained entitled to all profits earned by 
enterprises which had been locally controlled. Local governments 
were, however, barred from sharing profits of enterprises con- 
trolled by such ministries as Second Machine Building, Post and 
Telecommunications, Railway, as well as all "large" heavy indus- 
trial installations and water-borne transportation networks. 

^ The ? ourtb f ectlon of the regulations sanctioned an increase 
in the voice of local government authorities in control over, 
first, the personnel of enterprises transferred to local control, 
and, second (and more cautiously), the personnel of central gov- 
ernment ministerial enterprises within the local governments 1 
area of jurisdiction. This measure on personnel appeared to be 
the primary sphere where the system of "dual control" in central 
government enterprises envisaged in the regulations would be 
operative . 


The second major section of the regulations dealt with the 
changes in enterprise management and administration. Chief among 
them was the reduction of the number of enterprise targets de- 
creed and fixed by the national planning organs from twelve to 

e ff® c f> however, the national planning organs retained 
e fective control by the nature of the four targets they reserved 
to themselves— volume of production of principal products, total 
number of workers, total wages, artd total profits. The power to 
set three of the remaining eight targets— trial production of new 
products, quotas for technical development, and percent of cost 
reduction— were given to the central government ministries. The 
remaining five— total value of production, amount of cost reduc- 
tion, worker attendance, average wage, and labor productivity 

were placed in the hands of local authorities. The net effect of 
this reallocation of target-fixing responsibility appears to have 
been that of throwing the responsibility for reducing the costs 
of production on the shoulders of local authorities and enterprise 
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managers, while retention of control of the four main targets 
by the national planning organs meant that over-all targets of 
output of principal products would be observed. 

Other portions of this section of the regulations broadened 
the sphere of activity for local organs, yet maintained the over- 
all control of the central government. The state maintained its 
control of the four main targets in capital construction — total 
investment, number of above-norm projects, employment of man- 
power in construction, and volume of work in construction and 
installation; however, the local authorities were given wider 
latitude in utilizing local construction funds after meeting the 
above four targets. Similarly, the central government restricted 
itself to formulation of annual plans, leaving quarterly and 
monthly plans to the ministries and local authorities. 

The regulations also contained a new system of sharing the 
profits of enterprises: first, between the central government 
and the ministries; second, between the ministries and their 
subordinate enterprises; and third, between the industrial de- 
partments of the various, local authorities and their subordinate 
enterprises— all predicated on the assumption that the profit 
targets of the various enterprises were first achieved. The 
regulations made fairly clear that, for the most part, expendi- 
tures for technical and organizational improvements and for trial 
production of new products and labor safety, in the case of cen- 
tral ministry-run enterprises and locally run state-owned enter- 
prises, would be assumed respectively by the ministries and local 
authorities, Instead of being allocated as formerly from the cen- 
tral government budget. 

The regulations also indicated, however, that the socialized 
sector of Industry, the joint state-private enterprises, u,till 
constituted an organizational problem to the regime. "In view of 
the fact that in the past there were no established rules govern- 
ing the allocation of the above-mentioned expenditures" for this 
type of industry, and "in view of the fact that a majority of 
the joint state-private enterprises are medium-size and small 
ones," the regulation stipulated, further study was needed be- 
fore a system of profit-sharing could be instituted. The last 
section of the regulations gave widened powers to the management 
of enterprises to hire and fire workers as well as to readjust 
their tables of organization and personnel, "provided that the 
total number of workers and employees is not Increased as a re- 
sult." 
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The ’'improvements” in the regulations of the commercial 
system paralleled those of the Industrial system. They stipu- 
lated first, a merging of most of the two main commercial ac- 
tivities — commercial-processing enterprises and the procurement 
and distribution organs— into one "administrat ive<-enterprise 
management joint organization." A system of "dual leadership" 
between the central and local authorities, much like that con- 
tained in the industrial regulations was advocated for the un- 
merged purchasing and distribution stations and processing 
enterprises, with the commercial departments of the central gov- 
ernment maintaining "primary" and local authorities "secondary" 
control. 

All enterprises engaged in the processing business, with 
the exception of "large" enterprises, were to be transferred 
to local authorities; nevertheless, production assignments, 
specification and quality of products, changes in productive 
equipment and capacity, and the rates charged for processing 
were set and controlled by the commercial organs of the central 
government. The central government retained control of four key 
targets in commercial work: purchasing plan, sales plan, total 
number of workers, and amount of prof its— giving , however, a 
flexibility of 5 percent either way to local authorities in im- 
plementing purchasing and sales plans. Again, parallel with the 
industrial regulations, a system of sharing profits of various 
commercial enterprises between central and local government 
authorities on an 80-20 percent basis was stipulated. 

The key area where little or no latitude was given to local 
authority was that of price control. The setting of purchasing 
and selling prices of agricultural and sideline products, which 
fell under the categories of planned purchasing, centralized 
purchasing, or unified purchasing, remained in the hands of the 
central authorities. Fixing of purchasing prices for industrial 
goods, whether under the centralized allocation system or the 
centralized distribution system, also remained a power of the 
central government. Similarly, the market prices of major and 
secondary commodities were to be set either by the central gov- 
ernment itself or by local authorities "in accordance with the 
price policies of the different commercial departments." 

Local authorities were also promised that they would be al- 
lowed to share in the foreign exchange derived from the export 
of industrial and agricultural products "above the stipulated 
quotas." Here, as in the case of the profit-sharing system, the 
local authorities were apparently given inducements or incentives 
to exceed targets. 
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The most striking Impression of these regulations on the 
industrial and commercial system is their increase of incentives 
to local authorities for increases in production or improved 
control of local production. The incentive factor lay in the 
widening of the sphere of local operations— the new participa- 
tion in profits generated by enterprises, and the increase in 
the responsibility of local government organs In such lesser 
fields as personnel and material allocations and the subcate- 
gories of the planning process. 

In many respects the best illustration of new Incentives 

which might best be called bureaucratic incentives— is contained 
in the •'improvements" in the financial system. 

The text of the announcement of the new financial regula- 
tion described the significance of the change as lying in: 

"The clarification of the boundaries of the income ex- 
penditure of local finance, in the appropriate increase 
in local powers in financial control, and in the increase 
of local authority to use finance and resources flexibly, 
under the condition that the fulfillment of major state 
construction projects is guaranteed, for the further de- 
velopment of local enthusiasm in accumulation funds, in- 
creasing Income, and conserving expenditure, to stimulate 
the development of state construction as a whole." 

The "appropriate increase" in financial powers lay, first, 
in the introduction of a new category of local income — that de- 
rived from sharing with the central governemnt the profits of 
both the enterprises transferred from the central government to 
local authorities and those which remained under central govern- 
ment control. The regulations stipulated a trial period, in 
which each local organ was to establish a balance between its 
expenditures and income; a portion of any surplus resulting was 
to be passed on to the central government. In the case of defi- 
cits, the first measure was an expansion of the local organs* 
share of profits of enterprises split, "as a rule," with the 
central government on a 20-80 percent basis. If the locality 
was still unable to achieve a balance, the central government 
would then allocate a portion of the funds derived in that lo- 
cal area from commodity and income taxes, state bond proceeds, 
etc., to the local government. If this did not result in a 
balance between income and expenditure, the central government 
would then provide aid through direct allocation. 
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The second "appropriate" increase in local powers of fi- 
nancial control, also with an incentive effect, lay in the pro- 
vision that, after the period of "clarification" of budgets had 
passed and the various localities had established their balances 
Detween income and expenditure, any future surpluses achieved by 
the localities through execution of these budgets were to be re- 
tained by the local authorities. 


These changes mark the point at which, after 17 months of 
discussion and apparent experimentation, something of a syste- 
matic approach to major modifications of past economic policies 
began to take form. The "errors" of the planners in 1956 — of 
slighting existing established industrial facilities and not 
giving proper weight to the importance of constructing medium- 
and small-scale projects— apparently could not be fully recti- 
fied until the regime was organizationally prepared and capable 
of controlling their development. This is essentially the mean- 
ing of the regime's explanation of the two disadvantages which 
were to be rectified by these regulations. First, the central 
government ministries' responsibility for an control over ex- 
termely diverse and often small and inconsequential enterprises 
was to be passed over to local authorities, who were presumed 
to be in a better position to handle the problems of these en- 
terprises. The second disadvantage, that of "too much control” 
over individual managers of enterprises by the central government 
ministries, was apparently to be remedied by closer coordination 
and cooperation between individual enterprise managers and the 
local authorities. These changes appear to have been aimed pri- 
mari ly at rationalizing operations in existing small- and medium- 
scale aifceiprlses, If in the future, however, any policy of constructing 
small- and medium-scale industrial enterprises on a large-scale 
r re uf U J ly * m Pl eDien ted, these regulations indicated a method 
by which the local authorities could bear large portions of the 
costs of construction . 


It was also apparent that the central government planning 
organs were to be relieved of a number of time- and manpower- 
consuming responsibilities through the reduction in the number 
of plan targets for which they were responsible. Nevertheless, 
the target-setting powers retained by the central planning 
organs, and in similar fashion the retention of price-control 
powers by the commercial departments of the central government, 
guaranteed over-all central government control over all phases 
of economic activity. People's Daily on 18 November noted that: 
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"Plans must not bo rigidly determined; other- 
wise it would be very difficult for them to comply 
with reality, and their implementation would also 
be very difficult. Accordingly, even in plans in 
which centralization is essential, there can be only 
general outlines of major items, with the more de- 
tailed parts left to local authorities to work out 
according to their own conditions. Such being the 
case with plans, the other things, to be sure, offer 
no exception,... In the interests of efficient cen- 
tralization, power must be delegated to a certain 
extent to local authorities .. .such delegation of 
power to local levels may look like a weakening of 
centralization but, in effect, serves to strengthen 
it . " 

This last sentence of the quotation above had ramifica- 
tions which were not emphasized by the editorial: within the 
framework of over-all central control, the local authorities 
were given some increase in their power over and responsibil- 
ity for economic affairs. It was also apparent that incentives 
in the form of more diverse spheres of activity, somewhat 
greater participation in the decision-making process, and 
probably, eventually larger increments of funds at their disposal — 
were provided, which, as the Communists themselves put it, "stim- 
ulated local enthusiasm" for carrying out economic tasks . If 
the provision of incentives to local authorities developed their 
"enthusiasm" for increased efficiency in administering both their 
existing economic enterprises and their newly acquired enter- 
prises, it would follow that these same incentives would stim- 
ulate these local authorities to enlarge their spheres of ac- 
tivity by ©very means at their command. Such an enlargement 
would presumably lead the local authorities to make sure that 
no productive or potentially productive economic activity In 
their respective areas escaped their control. In other words, 
such unsocialist phenomena as the "unregistered" or "clandestine" 
factories and participants in the "free market" might more eas- 
ily be brought under state control than in the past, through the 
agency of the local government authorities. People's Daily's 
comment that these measures strengthened centralization was 
perhaps appropriate. 

These "improved" regulations were admittedly trial ones 
and were largely limited to light industrial activity. They 
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were, however, well thought out and constituted a first sten 
in a new direction for the regime. People’s Daily, iS a Sf- 

ine out^h^R 0 8 A E5’ 11 „ 19 ? 6 d. speech » credited him with "point- 
ing out this question" at that time and noted that discussion 

fLm h th«t C i? ngeS 5? d ? een under way for " raore than one year" 
t l me, 4 T5 e J m P rov enients were, of course, "fully 

As mi ? ht also be expected, People’s Daily cited 

local 8 * as P rovldin « "consiHermF-asiTsTance to 

local authorities to greet the production upsurge and to or- 

ulUtinnR he productlon upsurge." The construal of these reg- 
cimi i «^a+ a ? a "!*“! 2 f u ° r 8anizing" this upsurge was to be? 
w! “ important four months later, when the "upsurge" 
became the "great leap forward." * 
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The Eve of the "Leap Forward, 11 December 1957 

u locli Shao-chi, opening a Trade Union congress on 2 Decem- 
ber 1957, sounded a note of ebullient optimism about China's 
economic future. Speaking "on behalf of the central commit- 
tee, Liu called for the regime to "Forge ahead at full steam. 
He asserted that the USSR would be "able to catch up with or 
surpass the United States" within 15 years and stated that "we 
on our part, should strive to surpass Britain with respect to 
iron and steel and other major industrial products" within the 
same period. Liu's new slogan, "Catch up with Britain in 15 
years," was almost immediately picked up and blended with the 
otner exhortations that were accompanying the "upsurge. M 

Lit; Fu-chun, addressing the same congress five days later 
gave a more balanced view of the new atmosphere in economic af- 
fairs . Li gave the congress a review of the First Five-Year 
Plan results, noting that achievements were primary; mistakes 
secondary." He cited estimates that industrial output over 
the five-year period would exceed the target by 17 percent and 
that capital construction investment would exceed it by 13 per- 
cent. Li mentioned that heavy industrial development had been 

?°? t «.l? r ? no !! nced over the P er iod, but that the regime had "also 
to develop agriculture, forestry, and water conservancy. 
What had been done for the masses, he said, was the "very best 
that could be done under the conditions." All in all, the re- 
gime had succeeded in achieving "well-balanced development," 
despite "extremely weak foundations," by "making full use and 
reconstruction of existing enterprises." 


Li resurrected the old criticisms of the "mistakes and 
shortcomings" of the planners, including mishandling cf the 
inter-relationships" between the different branches of the 
economy and between "different localities," and "dislocations 
in target-setting." Li's main concern, however, was with the 
future. Li foresaw the "establishment of a basically complete 
and integrated industrial system" by 1969, because the "estab- 
lishment of a socialist system paves the way for the full de- 
velopment of productive forces." This "full development" was 
to result in a "new upsurge" in 1958. 

Li Fu-chun described the party as having "consistently 
taken a positive promotional attitude of opposing passive 
and conservative attitudes." He cited as one example the 
central committee's "winter 1955" policy of doing "more, 
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faster, better, and more economical" — to which Li ascribed 
the "upsurge" of 1956, 

The party's wisdom was being applied to the problems of 
the Second Five-Year Plan and was currently represented, said 
Li, by the "central committee policy of simultaneously develop- 
ing both industry and agriculture while giving priority to the 
development of heavy industry." This formulation of policy, he 
said, was "the current way to carry out socialist industrializa- 
tion." Li gave the impression that there had been changes in 
the Second Five-Year Plan, but that, since the "targets were 
not yet all finalized," he could not go into any great detail. 
While the second plan was "still based" on the proposals and 
Chou En-lai's explanation of the plan at the Eighth Congress 
in 1956, in consequence of the implementation of two annual 
plans since then "our understanding of the country's economic 
condition and experience in construction has increased. For 
this reason a certain adjustment should be made in regard to 
the formulation of concrete tasks and targets under the Second 
Five-Year Plan." 

At the end of his speech, Li Fu-chun cautioned against 
what was apparently an overly enthusiastic implementation of 
some of the new elements of economic policy: 

"...In carrying out this work we should not only take 
into consideration the need for improving livelihood, 
but also meet the needs of the state in construction.. 
noT only the need for developing various construction 
programs in general, but also meet the needs of the 
state to give priorityTo the development of certain ma- 
jor construction projects in particular; not only pay at- 
tention to the construction projects which have priority 
in the localities, but also meet the needs of the construc- 
tion projects of the government... In short, in arranging 
for the solution of problems in production, construction, 
labor, and people's livelihood, we should always assume 
an over-all viewpoint ..." (Underlining supplied. ) 

This quotation is interesting for two reasons. First, Li's 
"but" clauses seemed to indicate that the new, if somewhat 
limited, vistas opened by the regime — the stimulation of in- 
creased activity on the part of local authorities, and the re- 
gime's recognition of the virtues of small-scale industrial con- 
struction — were beginning to animate excessively a large segment 
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of society. As will be indicated later, an excess of enthusi- 
asm was also afflicting a number of the top leaders of the re- 
gime. 

The second interesting feature of Li's statement was the 
order of priority used in the last sentence of the quotation — 
"production, construction, labor, and people's livelihood." This 
was a complete reversal of the priority which Li, as well as Chen 
Yun, Li Hsien-nien, Po I-po, and Chia To-fu, had emphasized dur- 
ing the first six months of 1957 — people's livelihood, produc- 
tion, and capital construction. 

Li Fu-chun commented again on the "more, faster, better, 
and more economical" line in an article, presumably written 
in early December 1957, which appeared the following month in 
Planned Economy . Again Li showed his sense of the need for bal- 
anced development. He criticized that "conservative thinking" 
which wished to keep production at a low level or which failed 
to "discover latent capacity." He went on, however, to criti- 
cize also the "incorrect understanding" which would urge con- 
struction "at a greater and faster pace in every department, 
every region, and every sector." Similarly, Li derided those 
who "do not take into account objective conditions," who "do 
not understand that we must proceed in accordance with the law 
of planned, proportionate development..." Li descrited these 
latter two groups as manifesting, respectively, "rash advance" 
and "superficially activism but in fact conservatism." 

Despite the cautionary remarks by such leaders as Li Fu- 
chun, the atmosphere of "retrenchment" and "readjustment 
which had characterized the period from the party plenum of No- 
vember 1956 to the plenum of September-October 1957— had been 
completely dispersed by December 1957. The leaders of the re- 
gime, Li Fu-chun among them, had decided and confidently embarked 
on new courses of action. The reconsignment of "people’s liveli- 
hood" to the bottom of the list of national priorities indicated, 
as it had in the "upsurge" of 1955-56, an increase in the pace 
of development. 

A second national planning conference met in the first two 
weeks of December 1957 to consider the 1958 plan. The summary 
of this conference stated that the 1958 plan targets were now 
"much higher than the level set forth in the control figures 
for the national economy in 1958 calculated by the July national 
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was"rea?f irmoH r f!! C Ko"*t. T + e ! u ^ ing P rlncl P lB the 19 58 plan 
was reaffirmed to be that of "developing industry and agricul. 

* lth Prl ° rity elTe " to the r devel 0 pnent“ol 


December saw a flurry of speeches by party leaders to van- 
ous audiences on the prospects for 1958. Speeches by Chia To-fu 

till Tan Chen - 1 i n ’ P» I-PO. and Chu P ie were representa- U * 

tive. Chia was more moderate in tone than the others. 

. , Ch * a To-fu , speaking on 17 December 1957, provided some 

dust^ial i fac?? < J?« Where J he P° lic y ° f building small-size in- 
thf* A was havlng substantial impact. Chia noted 

that cooperativization" had enabled the state to "integrate 

Dlani C » af L Pr ° dUC i i0 I? With the state ' s industrial production 
hanSw**? warned, however, against "hasty merging" of small 

into^QtfL' coop ® rativ ® s into larger ones or their conversion 
into state workshops unless they were producing good*; sulta 

?J? S Production. The others were to ren.fi!! "Mattered 
and flexible, serving the people. Chia implied that this merg- 

ti?4s ?nrf e +L? S ’ mechaniza tion" of handicraft producer coopera? 
tives and their transformation into state-operated enterprises 

tie«= bei ?n undertak ® n t° develop small-scale industrial facili-* 
fea^ihii any event, Chia did not consider their development 

a + the . wage and welfare systems of state-operated in- 
dustrial enterprises were "too heavy" for them. 

* short summary of "accumulation versus consump- 
?i° n Policies in the handicraft cooperatives. After social -lest 

irioritv 1 "* 11 ? 11 ln 1956 4 th ® policy had been th at of "giving top 
?h 4 th ° nc ** e ases in wages, second to medical expenses, and 

n a 2 UmUla J i0n, "Z a poli °y which bad "been correct at that 
time. However, a number of cooperatives failed to understand 
the true meaning of this measure. After having developed pro- 

peculia^to £e+^ JaSed ,^ P^Oflt i! , a spontaneou s capitalist tendency 
ar . pet * y Producers developed among them." This, of 

n?y-?tjJl ad t h S e rf e S. tified * Chla ’ s comments had the same im- 
plication as had Li Fu-chun’s earlier speech: that the old 

first 1 had S heei Ch h PlaC 5 d < . either Wage lncreases or livelihood 
+ Jon t fIl ad 4 been changed to ones which gave priority to accumula- 
tion for increased production. 

cHior,? 1 ! 184 ?! ° f Agricul ture Liao Lu-yen who had been notably 
silent for 18 months, commented on "rectification" in agricul- 
ture on 26 December, following the aggressive line in agricultural 
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policy that Tan Chen-lin had laid out in October 1957, Liao 
repeated the pattern of "socialist upsurge in 1955" bringing 
on the "productive upsurge" of 1956, and he condemned the 
"small typhoons" of late 1956 and early 1957 that had smashed 
the policy of "more, faster, better, and more economical" and 
the implementation of the 12-Year Program for agriculture, Liao 
emphasized that the changes brought about by "socialist educa- 
tion" in the countryside and the renewed emphasis on the 12-Year 
Program in the last half of 1957 had caused "no great losses" in 
the rural areas; in fact, a "new upsurge" was developing. 

Liao called the production of food crops the determining 
factor in controlling the paie of development of industrial 
crops. This, said Liao, "is at variance with the thinking of 
some peasants, especially well-to-do peasants, who are interest- 
ed only in growing those crops which bring the most income and 
are unwilling to obey the plans of the state. They demand that 
the state supply them with food when they do not have enough 
to eat. This is a sign of spontaneous growth of capitalism 
among the peasants~a tendency which must be eliminated." It 
was apparent from Liao's comments on agriculture and Chia To- 
fu's on handicraft cooperatives that the rectification" and 
"socialist education" treatments were still not too effective 
as fungicides for these recurring breakouts of "spontaneous 
capitalism." 

Liao also noted that the 1956 policy on distribution in 
the agricultural producer cooperatives — that of setting aside 
"the minimum amount of public reserve funds and distributing 
the maximum amount of cooperative income among the members"— 
should be reversed, as Teng Tzu-hui had suggested in September 
1957, lest "the work of building up the communal capital of 
the cooperative be jeopardized. . .which in turn will jeopardize 
the carrying out of capital construction." Liao equated the 
"typhoons" of 1956-57 with the opposition of well-to-do peas- 
ants, who represented "conservatism. ' Like Chia To-fu with 
respect to handicraft cooperatives, Liao disapproved of this 
situation in agriculture. "It is incorrect to show yielding 
or show lethargy before wind and waves," said Liao. It was 
particularly wrong to be conservative "after Mao and the cen- 
tral committee have repeatedly given us the necessary encourage- 
ment . " 

Liao Lu-yen endorsed Teng Hsi&o-ping's statement that 1956 
was the year to be "affirmed." While agricultural work in 1957 
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had been "commendable," he said, the spirit of 1956 was what 
was needed. Liao cautiously endorsed the concept of "advanced 
experiments," but suggested that such new ideas be fully proven 
before large-scale dissemination, lest "tremendous loss ensue." 
Liao was evidently referring to the new, and sometimes rather 
radical, technical policies which the regime was being offered 
by the "masses," 

The primary task for which Liao and other agricultural 
leaders were "mobilizing the masses" was that of constructing 
water -conservancy and irrigation projects. Campaigns of this 
type had occurred every winter since at ‘.east 1953, but the 
scale and thoroughness of the campaign in late 1957 exceeded 
those of earlier years. Throughout December, all of the agri- 
cultural leaders — Liao Lu-yen, Teng Tzu-hui, and Tan Chen-lin — 
encouraged the movement. 

Tan appeared at various provincial and national forums on 
water conservancy and apparently continued to concentrate on 
the benefits of utilizing labor on a large scale for such proj- 
ects. On 21 December he singled out several "special character- 
istics" . water-conservancy work. 

The first special characteristic was that socialist trans- 
formation had "enabled us to solve problems concerning the la- 
bor force needed for the construction and repair of irrigation 
projects, as well as the land, materials and capital for these 
projects." Tan indicated that the drive in 1958 was both broad- 
er and more carefully planned; "in the past," water-conservancy 
projects "were carried out by a single cooperative or by a 
hsiang. . .now it has even developed to the scope of a province, 
with a unified plan and the united action of an. entire province." 
Tan noted this widespread movement was only possible as the re- 
sult of the "cooperativization" of agriculture. Tan also cited 
"the experience" gained in the last two years of rural work and 
the ideological impetus provided by "socialist education, (which) 
raised the consciousness of the broad masses of peasants." 

Several months later, this mass movement for water con- 
servancy and irrigation was to be described as one of the pri- 
mary reasons for the exceptional 1958 harvest. Further, this 
movement— in particular its development within the "scope of 
a province" rather than in the lower level's of rural adminis- 
tration— was cited by the regime as one of the factors leading 
to the formation of "communes. " 
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„ On 19 December, Po I-po reported on the progress of 
rectification" in the economic departments of the central 
government. No text was available at the time, and it was 

soIe U “de}eU«“ 958 ^ PUbUahed » -rsiou .it T 

the stitiitwi 1 port ^ on . of Po I-Po'a report was concerned with 
the statistical grounds for central committee’s goal of over- 

The attainmen+ r if a Jh iD i ? 0 “ and Steel P rod uction in 15 years. 

1 f t 5 e goal was very much dependent on the at- 
titude of economic departments toward production; the "recti- 
fication" of these attitudes was the subject of the rest of 

Po outlined* thI h J S part , of . t J e report wis informative, because 
departments a J tl * UdeS ’ availing in the'econoraic 

over p! l!i th P ast » wh\ch were being "rectified." More- 
^ d a “ umber of proposals which were later imple- 
mented and were basic to the "great leap forward." 

Po began by considering the "road to industrialization" 

1956 a ind°hiQ b " Ma ? A ^ hlS " Ten Relationships" speech*©/ April 
1956 and his contradictions" speech of February 1957 Po 

summeu up the "road" in the current formulation of "simultane 
Z S J de r e i op “ ent , of industry and agriculture with priority tS 
heavy industry." He went to some lengths to point oSt that 
not^be^con^rf development of agriculture and industry must 
of t nr?oJ?!^ sidered as opposite and contradictory" to the policy 

that with t "« t ? hG ^ Vy f ndustr y- Nor should it be considered * 

, at with prior development of heavy industry there is no 

the g f£o the i? e f d ° f simultaneous development," he said, for 
the two policies were "mutually related." Po’s criticism 
“J?® U a PPear that the heavy industrial ministries were the 
chief areas where this attitude had to be "rectified." 

.. ,. P ° I ”P°' S earlier silence on the so-called "decentraliza- 

tion measures ended with this report, and it was apparent that 
he low was among those who favored the "passing down" of author- 
had I ak f n Place in November 1957. Thus one of the 

to Implement the "simultaneous development" policy 
the'e^t^ni 8 words ’ to "handle properly the relations between * 

weas Md 5°“ *5® locallties . between the coastal 

areas and the hinterlands .. .Except for making over-all arranirp. 

J ooklng lnto on ly Important economic enterprises 8 
ta th! “^ al government should give more economic enterprises 
lo ^ Li ??* 1 a Vj horitles to run " This statement, coming after 
3 ® arlie r silence and the fa',t that the November decrees 
had been restricted almost entirely to light industrial 
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facilities, suggested that Po might have changed with the wind 
and now was in the position of advocating a further "passing 
down" of authority which heavy industrial circles might not 
find agreeable. 

Po also discussed "the rational use of construction funds." 

A "special subject ior rectification" was the attitude of economic 
personnel toward the "policy of building the nation with industry 
and thrift." Po stated, "Facts have shown that the above-mentioned 
policy is still far from being well-implemented, and great poten- 
tials have been left untapped in capital construction. Too large 
a scale, too high a target, and an excessive desire for moderni- 
zation have combined to prevent us from tapping these potentials." 
All this was to be "burned out" by "rectification." 

Po then listed 11 points which he estimated would save 20 
percent of capital construction funds if implemented. All but 
one were familiar rephrasing of prevalent cost-cutting measures. 

Po included such items as "full utilization of existing enter- 
prises" and the medium- and small-plant construction policy, and 
he further endorsed a measure for "boosting" the organizational 
and planning work for capital construction: 

"Some comrades suggest that most of building work be left 
to the local authorities, and that the relevant central 
government departments take charge of only specialized 
large building enterprises and be charged with the respon- 
sibility of balancing and distribution. I regard this as 
worth considering." 

This suggestion, again, implied an even further "passing 
down" of authority than that implied in the November decrees, 
and constituted a potentially large contraction of the activi- 
ties of at least two heavy industrial ministries — the Ministry 
of Construction and Engineering and the Ministry of City Con- 
struction. In this case of construction, as in the case 
of the possible "decentralization" of other heavy industry 
above, Po's comments were harbingers of developments of spring- 
summer 1958. 

Po I— po ' s report included a review of the years 1956-1957 
and attacked the "conservatism" manifested after the "upsurge" 
of 1956. Po offered a lengthy and almost plaintive description 
of the problem of "conservatism": 
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Countless facts prove that if our industrial production 
plans were made a little more advanced, they would better 
be able to bring into play the activism and creativeness 
of the broad working masses, while plans made conservative- 
ly would produce reverse effects. To this point those in 
charge of our industrial and economic departments should pay 
particular attention. We all know that the plans mapped out 
by many of our enterprises often exceed those of state plan- 
ning organs and the organs in charge f while those drawn up 
by the workshops and workers often far exceed those set by the 
enterprises. Naturally such spirit of each surpassing the 
target of the other is very good, normal, compatible with the 
law of economy, and should henceforth be followed. But as far 
as the responsible departments of industry and economy are con- 
cerned, why cannot they fully estimate the activism and 
creativeness of the masses, why cannot they organize such ac- 
tivism and creativeness in the state plans, and why cannot 
they fully tap what potentials there are in the enterprises 
and have more advanced plans formulated on which to acceler- 
ate the speed of development of our national economy?. . .Why 
is it often Impossible for state planning organs and certain 
responsible departments to set a comparatively higher target? 
There may be various reasons, but the lack of a correct grasp 
of the problem of "balance" and the fear of a possible im- 
balance is one of the major causes. 

This "fear of imbalance" should not exist, said Po, because 
Chairman Mao (in hie "contradictions" speech of February 1957) 
had pointed out that such "imbalances" in economic growth, when 
properly handled, resulted in a new "balance" at a more advanced 
level. Po noted that it was "correct" to expect that "out* eco- 
nomic and planning personnel" would be people who, when an im- 
balance occurred, would "push the backward" factors up to the 
level of the "advanced," rather than the re*/orse. 

Po I-po's phrasing of the problem and his outline of the 
correct" philosophical approach to planning suggested that "con- 
servatism" of this type remained fairly widespread. A partial 
remedy of the problem was to be attempted in the announcement 
of a "two-target" system of planning in May 1958. In this sys- 
tem the central government set targets ("number 1") which were 
"reasonable" and "certain to be met'.' — and which, in all probabili- 
ty, exhibited that "balance" so dear to the hearts of the planners. 
These targets were then sent down to lower levels; these levels 
then would send a second set of targets — categorized as "always 
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“ nd usually exceeding the originals— back up to the 
oentrai government level as the "number 2" targets. There Is 
+ tle -^formation on the extent and operations of this sys- 

&H a ?n :i rtua “ y none as to what use the central planned 

t Ju SG ! second targets.*' The apparent compromise ±m- 
" two “ tar get" system of May 1958, however, sug- 
gests that the type of attitude criticized by Po I-po in De- 
cember still existed five months later. X P “ 06 

tho ..i n his J Dece |" be r report on rectification, Po I-po spoke to 
the economic and planning" personnel of the regime almost as 
an outsider, one dissociated from their "errors and short- 

comiS?t' the e !! d of hls Presentation, however, he made a 

inent L W i 1C ? Se ? med more appropriate to his position as a prom- 
* a ® at economic planner: "We do not intend to negate what we 

scored Nor di n we ?n PaSt; W ® Want t0 affirra the success we have 
scored. Nor do we in any way regret what we have already done." 

to those^hn 1 ^ 1 ^ ° f : regret ” can be read as a reminder 

to those who had attacked, and were to continue to attack the 

sued r iS C thJt t lieSi d 957 a V ,Conservatism '" that the policies pur- 
pra? A u d were for the most P art necessary. The gen- 

K ra +v, lnP i ication here, as in all other "self-criticisms" voiced 
by * h ® plaane ^ s themselves, is that while some aspects of "re- 

5 ment MK dml ^ edly had been carrled too far, the absolute 

?hp d n f0r a S re 5 t ?i2 e Spe11 " or Period of consolidation after 

m^nPri PSUrg ? 4 ^ 0f 1956 had been endorsed by Mao himself and re- 
mained a valid proposition. 

h^f ring December, Mao Tse-tung (then traveling about China) 
was being associated with the exhorters principally through his 
old comrade Chu Te, who was staging a "leap forward" of his own 
speech production. Chu took the most aggressive line of anv 
party leader. He called for maximum effort, for "positiveness" 

°f stabl JJty, for "tense struggle" instead of easy living 
nnh ^? rn JV e S Udi S te ?” those who < l ues tioned this position. Chu 
th^t i ?onrt^+l :r0dUCed thG teri " ” great lea P forward;* in declaring 
^ltu^e dlt± ° nS WCre present for a "grent leap forward" in agri- 

, . ,^ s ; ® December 1957, most of Mao's lieutenants—in- 

ciuding most of the economic specialists — apparently remained in 

nsrsK t tJS*i.^ e «rs bl * B °; 1956 - 57 had “ s d 0 L 

th e 195,-58 "upsurge" would have a more firm economic 
foundation than had the upsurge of 1955-56. There also remained 
however, a difference in tone between the remarks of an exhorter’ 
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such as Liu Shao-chi or 
Fu-chun or Po I-po. The 
technicians, e.g. Li and 
"but" clauses and other 
festations of the "conse 
advocacy of more radical 
economic "Attitudes . " / 

still be harping on the 
"inactivism," as well as 
anclng," in Li Fu-chun 's 


Tan Chen-lin and a technician such as Li 
ire even remained differences between two 
I Po. There is a contrast between Li's 
cautionary remarks— which seem good mani- 
rvative" sense of "balance" — and Po's 
changes in economic organization and 
3 late as April 1958 the press would 
problem of rectifying "negativism" and 
the undue emphasis on "mechanical bal- 
National Planning Commission. 
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The "Upsurge" Becomes the "Leap," January-February 1958 

People's Daily , official organ of the Chinese Communist 
party central committee, opened the New Year with a bang. Its 
lead editorial, following Liu Shao-chi's call a month earlier 
for the regime to "forge ahead full steam," was entitled "Full 
Steam Ahead!" It contended that the rectification campaign 
would release an "immense tide of growth" in industry and agri- 
culture and all kinds of construction, it echoed Liu's call to 
overtake Great Britain in important sectors in 15 years, and it 
asserted that the party must lead the "unprecedented production 
upsurge" in the countryside. 

Still following Liu's lead, the editorial exhorted the 
faithful to strive in all fields for "revolutionary enthusiasm 
and initiative, and for the elimination of the passive, skep- 
tical, and conservative outlook." Asserting that the party's 
cause demanded "above all else, revolutionary optimism," the 
editorial concluded grandly: "Let us ride the Communist wind 
which prevails over rightist, bureaucratic and conservative 
ideas ! " 

Probably the most important feature of what People's Daily 
described as an "unprecedented production upsurge" in the coun- 
tryside was the water-conservancy and irrigation campaign. The 
regime later estimated that 100,000,000 peasants were taking 
part in this campaign in the winter of 1957-58. This campaign 
seems to have been the area in which and January 1958 the time 
at which the "upsurge" began to be discussed in party councils 
as a nationwide "leap forward." 

The party held a conference during January 1958 at Nanning 
in Kwangsi Province. The first explicit statement as to the na 
ture of that conference came only in May 1958, in Liu Shao-chi' 
review. Liu described it as the first of two conferences di- 
rected to the problem of "combining centralization with decen- 
tralization," work which until then "was being carried out very 
slowly and not at all thoroughly." 

Liu's account of the Nanning conference was augmented by 
Ouyang Chin, a provincial pprty secretary, in a July 1958 ar- 
ticle in Study . Ouyang noted that the "spir t of the Nanning 
conference" had served "further to emancipate us from ideo- 
logical thralldcri and brought about a new high in the over-all 
leap forward." Since that time, Ouyang said, the party's work 
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had assumed a "new look: many things not thought of before have 
appeared; many things that would have taken months or years to 
accomplish have been accomplished in a short time...." 

Ouyang's account specified that Mao Tse-tung at Nanning set 
out "14 points for the formulation of plans for socialist con- 
struction." Curiously, Liu’s May 1958 review does not mention 
Mao s role at Nanning. The evidence seems to permit only the 
modest conclusion that Mao at Nanning encouraged the "leap" and 
that the conference took an optimistic line and discussed a 
number of ideas for making decentralization contribute to the 
achievement of "greater, faster, better, and more economical re- 
. suits . " 

In the same period, Ko Ching-shih, first secretary of the 
party f s Shanghai bureau (with responsibility in economic matters 
for much of East China), was inciting the workers of the area to 
go "higher and higher" in production. He also spoke to a Shang- 
hai party congress, urging a struggle against "all conservative 
and backward ideas." Ko, who had earlier reflected the line of 
Mao, Liu Shao-chi, and Teng Hsiao-ping on "rectification," was 
again taking the line that he knew the dominant figures in the 
party to favor. 

The National People's Congress met in February 1958 to hear 
primarily of economic matters and secondarily of foreign affairs. 
The three major speeches were made by Li Hsien-nien, Po I-po, 
and Chou En-lal, in order of appearance. 

Li Hsien-nien reported on the implementation of the 1957 
budget and on the draft budget for 1958. Considering that 1957 
had begun as a year of retrenchment, the final results of the 
implementatlc of the budget were, as Li put it, "remarkable 
and encouraging," with both revenue and expenditure exceeding 
the plan figures and with a surplus of revenue over expenditure. 
Overfulfillment of the plan for revenue and reductions in ex- 
penditures, "thanks to the campaign for Increased production 
and practicing economy," had allowed the state to put an addi- 
tional 1.3 billion yuan into appropriations for capital con- 
struction. 

Li repeated the current line that "political work serves 
the economic basis; it is the guarantee of economic work, and 
it is at the same time the commander and soul of economic work 
and all other work." Li again noted the "shortcomings ' of 
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personnel in financial and economic work M wh -in j _ 4. _ 

ol 1956 we met with temporary local dlfficultieS In the fining. i 

indlv?S n °T 1C Sl :r tl0n ' * e incorrectestimates Jncer?™n 
individoal questions.. but, the central committee of the plrty 

t?nn Ch t Mtto immediatel y pointed out to us the correct direc- 
ion..; they assured us that as long: as we persisted i n W Ahn 

tiiSo 6 o the "***?! ln the campaign to Increase production and prac- 
tice economy, the difficulties at the time would take £ marked 

S 5 fetter." “ finished up his consldereUon S? She 

hiohI bud B e * with * summary of the truly substantial progress 
made over the previous five years. progress 

work in ga H e Rn _ opti !J 1 ! tic outline of the tasks of financial 

the amazing revolutions? powe^of the^el! StiSn 

and ' P ^g b t tenac iously 6 f or "three t years ^^th^broad Masses ^of 1 ’ ' 

ing thl 1958 P n^tio tS i an ? the .!? rkln & People as a whole are meet- 
thf ihole nftioi ?Sn P i? n o unprecedented labor enthusiasm..; 
into ?hi h? a K*?i f i 1 f ener sy and vitality, has been drawn 
with thf ti ^ B ° f emulation where the backward catches up 

adva ? ced and the advanced makes further progress 
2?" th ® se c *f c umstances, a new forward leap in the SJtliiil 
economy is entirely possible in 1958.’' 1 

^ * his 4 wa f th f polnt at whlch talk about an "upsurge" in 1958 

rvj?LI 

own December speech 4 used the same term - in 

was restrio+oH P r Ju A * was apparent that Li Hsien-nien's usage 

was restricted to the context of the plan budget for 1958 Li B 

described his budget as one which opposed "any tendency toward 
conservatism.. and marks a faster rate of inc?easls in 

t?l eX fK nd ^ Ure " Thls faster rate °f lncrease--andf Ey ™pLca- 
!, f ° rward 1 ®»P" envisaged by Li Hslen-nien— was ap- 

rpe«e„ t ri y n 7 ill6 rC ^d’l9i7 CO " Pared W “ h iDCreases of approximately 

The remainder of Li's report centered on the agricultural 
i^°fin« a ?V he ^ lrtues of the system of "passing down" authority 

sZfd L^ r Ja t0 J 00 ? 1 levels ' In apiculture, It said that^ 
«an?^J d J ura the slack season into a busy one" and observed 
an illustration of the thesis, that from October 1957 to mid 
January 1958 '•about 100,000,000 peasants In ?£e c"n!ryll£ Sere 
daily engaged in water-conservancy projects." While Li noted 
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s ^ at ® would make a 40 percent increase in state financial 

™ t ?K aB Ti CUl !u r f ° ver the 1957 fi eures, he placed more emphasis 
upon the idea that, "provided they are properly used, the peasant 
labor power as an investment, the reserve funds accumulated by 
the cooperatives, and the active support of the state, these three 
together are fully adequate to settle the problem of funds needed 
ior a rapid development of agricultural production." 


Li was enthusiastic about the prospect raised by the regime's 
decision to "improve" financial work by giving more latitude to 
local authorities. The "overcentralization" of earlier years had 
been "correct and necessary," but succeeding changes in the eco- 
nomic situation of China now made it "necessary anc possible to 
change the past system of financial management .. .to extend suit- 
ably the powers and responsibilities of the local authorities in 
nancial management, and, under the premise of ensuring progress 
°: !? e country’s key projects, to add to the financial resources 
at the disposal of the local authorities." 


... T? ese measures vere essentially the November 1957 decrees— 
k i!£ he modlficati °n, suggested by Li, that the local budgets 
should be fixed for five years after "clarification" instead of 
three. A similar extension period for the enterprise's p»*ofit- 
sharing plan was also suggested. It is apparent from Li's remarks 
that the "passing down" of authority was Intended not as a transient 
phenomenon but as a major modification of the economic system, which 
was designed, as Li put it, "to help better bring into play the ac- 
tivity and initiative of local authorities." 


While Li Hsien-nien's view of 1958 was cautiously optimistic 
and postulated a "great upsurge" as entirely possible," Po I-po's 
comments on the 1958 econonic plan indicated that it was already 
veil under way. Po summarized 1957 as a year of "great victories" 
on many fronts. It had been a "good year," with overfulfillment 
of capital construction by 6 percent, 7-percent increases in total 
value of industrial output and a 3.5-percent increase in agricul- 
tural production. However, economic achievements were not empha- 
sized in Po's list of "great victories." 

4 Th f "high tide for full airing of views," which had begun 
in tee "last quarter" of 1957, had brought "socialist education" 
to ali. Cut nr se workers. "Since then," said P "the sense of 
responsible^ of the working class as the leading class of the 
state has boei. greatly enhanced." The "sense of responsibility" 
had caused widespread reviews of the "working styles" of cadres, 
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as well as the elimination of much "absenteeism” and other sources 
of waste. "This," said Po, "has changed the face of many enter- 
prises and capital construction projects and has brought about a 

f?Jnt P " Urge ^ production and construction on the industrial 

In agriculture, the revised draft program for agriculture 
and the water-conservancy and irrigation campaign had "given rise 
to a new upsurge in agricultural production .. .which is even 
greater in scope than that of the winter 1955-1956." Further 
said Po, "Upsurges, and in particular the lenp forward of 1956," 
were necessary to overfulfill the First Five-Year Plan. 

Po characterized the development of China's economy as one 
which had had some "twists and turns." These had been overcome 
because of the leadership of the central committee and Comrade 
Mao. Po did not linger over the "inappropriate appraisals" made 
in some aspects of financial and economic work which Li Hsien-nien 
had cited in his report . 

Po began his consideration of the 1958 plan with the exhorta- 
tion to "strive for a new forward leap" in 1958. In answer to the 
theoretical question as to whether it was "possible," Po cited as 
"favorable factors" all the campaigns and slogans that Li Hsien- 
nien had mentioned, plus the "policy of developing industry and 
agriculture simultaneously, with priority to heavy industry." Po 
rhapsodized about these factors and concluded that the "current 
upsurge in production and construction in agriculture is certain 

in particular, to bring about a new upsurge in industrial produc- 
tion." 


Among the more concrete factors favoring the "upsurge" was 
the "improvement in the system of administration" which, Po noted 
accompiished two things: first, in the localities, "more decisive 
efforts" could be made in utilizing local labor and resources and 
in "discovering various local potential forces;" second, the 
"central authorities will be able to concentrate their efforts 
to a still greater extent" on key projects and over-all develop- 
ment. Po I-po stated that from these factors and from develop- 
ments in the "first two months of 1958... we can see that the 
trend for a new forward leap in the national economy this year 
has already become evident . 

The goals for 1958 outlined by Po were reasonable and were 
wore in the nature of a large step than a "leap forward." Capital 
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* nves t men t was planned to Increase 17 percent over 
the !957 figure, agricultural production 6 percent, and the value 
or Industrial output 14,6 percent, Po d.'id note, however, that "It 
should be foreseen that the potentialities of local Industries are 
very big and that, therefore this Industrial target nay be greatly 
surpassed," Po’s figures were probably those set by the planning 
conference of December 1957. B 

Po devoted only a small portion of his report to "decentral- 
zatlon," but his treatment of "small- and medium-scale Industrial 
construction" apparently assumed that the further "decentraliza- 
tion" he had advocated in December 1957 was to be implemented, Po 
cited the importance of "local, small, and medium" industrial con- 
struction in each of his sections on the 1958 plan for metallurgical, 
electric power, chemical, and building-materials industries. Much 
as he had assigned the construction of "small- and medium-scale 
industry" to local authorities, Po assigned the construction of 
small-scale" water conservancy and irrigation projects to "indi- 
vidual agricultural producer cooperatives," "medium-scale" projects 
to "several cooperatives jointly," and "large-scale" projects ex- 
clusively to central government construction. 

Po foresaw "a great possibility that the (1958) plan for in- 
creasing production will be overfulfilled and that financial in- 
come will be Increased more than originally planned." Therefore, 
he said, "we have drawn up a waiting list of capital construction 
items" so that "when the state has finances and » iterials to 
spare," the "waiting" projects could be undertaken. 

Po expanded and elaborated on his point oi December that the 
leadership must "stand in front of the movement, relying fully upon 
the masses," and must "gather the opinions of the masses, amend 
and supplement plans on the basis of the opinions of the masses, 
and make the plans more progressive and more effective in mobil- 
izing the masses." Even more strongly than in December, Po I-po 
attacked the adherents of "balances" in economic development and 
repeated his earlier statement that "our personnel in economic 
work should become promoters of progress for socialist construc- 
tion and must not become either promoters of regression or promot- 
ers of the status quo." He illustrated the intimate relationship 
between "progressive" economic planners and the "masses" by noting 
that "the upsurge of industrial and agricultural production since 
las- autumn has further proved that, in Implementing any kind of 
economic plan, the targets originally considered as advanced be- 
come backw -d after the plan is put before the masses for discus- 
sion..." 
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targets which I Process by which the incredible 

erated S! ? d th ® B f e ? t J lea P forward" were later gen- 

P Maintaining a substantially more ad- 

vanced position on the possibilities of a "leap forward” than 
other economic specialists, did not, and probably could not 

tS e fttaiJ ® helghts which the "S r ®at 1®»P forward” of 1958 was 

to th^wor^ 1 ? 1 ^ 0110 *® 41 L1 Hslen “ ni «n and Po I-po in reporting 
to the NPC in February. He adapted himself easily to the pre- 
vailing wind. Rectification had led to -great forward lSaS” In 

noble spirit ol socialism h«d”£u.™S P ?he 

rinf 1 ® r!f lrl f, ca P italls ®" that for a time in 1957 had -run 
riot.” China ”rides the rising tide; it is driving full stelT 

Iff£irs;’ However ’ Chou’s report was almost entirely on foreign 

Throughout February, People’s Dally , which can eenerallv b« 
assumed to reflect Mao Tse-tung’s position, encouraged a ’’lean 

ti^ a thinifi? ne <® dlt0 r la Jd. discuss ® d th ® need to defeat conserCJ- 
t !!J n J lnE A I? agricultural production. It observed that ”a 
plan which can be achieved without much effort certalnlv cannot 

aoa?; 1 i: d ,r ll ; fou ? d ! d » m and At c ® n ® d *<»• *ciiVv< n i 

goals in five to eight years. Another hailed a provincial Dartv 
f ? r crltlclzln e the ’’conservative idea of striving P al- 
ternately for progress and consolidation”— an idea which repre- 

"backfnrHH 1 ?^ ° f J evolutlona ry spirit and enthusiasm. *.V’- P The 

course il! iJs?%« n ? er attac ? also represented the party’s own 
course in 1955-56 (progress) and in 1956-57 (consolidation). 
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The "Leap" Leaps, March-April 1958 

On the last day of February 1958, People's Dailv set the 

th e%frJmH he su ? ceed J ng two months bef ore-THe-convocation £f 
the second session of the Communist party's Eighth Congress 

set^f t t ir.fJ^ t .T5 h 0, . May - . Th * edltoriaf urgdd -’up. 

ld ! ?!! s and the transformation of "balances into 

ieiJnie Addressl ng the economic planners and the entire 

peopie, the paper urged them to "free ourselves from the ideol- 

oSslJ 1 t£ke dag i ° f i hat vulgar theor y of balances and courage- 
ously take a leap forward 


At about this time, the Communist party held its second 
party conference in three months. Like the Nanning conference 

*5! March meeting * a ® held in a provincial capital— 
rm«« tim Su in *? he 2 gtu ' in Szechuan Province, the most populous in 

ChiHS’ohn^n first sec r®tary of the party machine in Szechuan, Li 
Ching-chuan, was in effect the host for this conference. 

The Chengtu conference was later described as having been 
convened by the "central committee and Chairman Mao" and^s 
5»n< n f b ?‘ ough J together "responsible comrades of provincial and 
municipal party organs and of the concerned departments of the 
central government." Like the one at Nanning, '-he Chengtu con- 

?u i ? en i ly ® oncerned with making the decentralization 
policy contribute to the "leap forward." 
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t 4 WaS Chengtu conference, according to later ar 

counts; in party Journals, that the party adopted the "ne£ SSliov 
of simuitanebus development of central and local industry**” «nd 
li?+«r r n ? ry ,'i the "double-track planning control slstem "' The 

W pKEIXS* enhanCed the be tweei) 6 central .IT 


for tJe e "“aS g *“ ^ d f scussed ‘be prospects 

doub^^feeline'that but " so " e «Preered the!r 

uot, reeling that the best we could do was 15 percent." 

Drobablv inVl^i 8 P ! rsonal rol « at Chengtu was touched on, 

?ade Mao Tse " ay i by Tan * Accord *ng to Tan, "Com- 

thSSeJhoi Jk* 8 u M he conf erence in Chengtu told the people 

r.Jher'thM ?fst.° f th<> Chengtu conference, was on competition 

r^«n T 5? Pa L ty cadres ’ Possibly with the help of some unpubli- 

The speed 6 of their 8 ?^ g<>t th ® m ? SSage of the Chengtu conference, 
ine speed of their response was indicated by a mid-March aaeo* 

?*"*«<* by Radio Peiping, that indusJiJi olltp" £irt? 

y 33 percent in 1958— —more than double the rate an— 

proved by the National People's Congress a month earlier? 

thrmJJ r ?U gh ° Ut ? arch » "upsurge" and "struggle" meetings roared 
ough the country. There were waves of progressive lv higher 

urc UBg Con fl fr al ^ in tnd “ t f sr *" d *” ‘«.wrxns r .K . 

bml Of iSHniJH? 11 ' ° n ®c hedules were greatly advanced, and a num- 
+° f indust ries pledged themselves to overtake Britain in five 

tie^decided STE f?i?f if’ Th ® Overwhelming ™£ri?r o? loll- 

tarLJf is Jk 4 i£ lfl11 flve years ah ead of schedule the main 
firini 8 rtS f +K he uJ 2 7 y ! ar a 6 ricu ltural development program. An of- 
ficial of the Ministry of Agriculture said that China's aericSl 
tural output could rise by more than 20 percent a y^r 8 

was occasionally conceded that not everyone shared th«ao 
sanguine predictions. Almost the only official ?2coenmon ^aS 
the cadres were being overzealous, hoover, wls coSIflJeJ In J 
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PeopleJ_s Dally editorial of 7 April. The editorial referred to 
the "method of work which relies on increasing the intensity of 
labor and prolonging work hours. While occasional adoption of 
this method for the sake of shock fulfillment of certain ener- 
gency tasks may be excusable, this is not the method which we 
?u OU »? Promote for adoption.” The point of this passage — that 
the leap forward” was intended to be not a "shock” campaign 
but a long-term effort— -was lost in the welter of reports of 
the adoption of new and often incredible targets. 

T* 10 State Council met on 11 April. Its agenda noted that 
the Communist party central committee and the State Council had 
jointiy made a "decision on the transfer of industries and enter- 
prxses. This was a formal announcement of the decision further 
to decentralize" which had been taken at Chengtu in March. The 
actual transfer was to be "gradual" and was to Include all state- 
owned enterprises "except a few special and experimental ones." 
By June 1958, the regime could announce that 80 percent of the 
enterprises "previously controlled by the various industrial min- 
istries had been "handed over" to the local authorities, includ- 

f t o ftlly a11 enter P ris es formerly under the textile and 
light industrial ministries, and, "except for a small number of 
very large, special, or experimental enterprises, all enterprises 
under the ministries of heavy industry...." 

The State Statistical Bureau on 14 April released the fig- 
ures for the first quarter of 1958. It called them "unprece- 
dented," and proof "of the complete truth of the slogan'pol- 
itics is the guide.’" The bureau's figures for the first quar- 
ts 1958 had an illusory glitter, as they were compared with 
the first quarter of a very slow year— 1957— rather than with 
the first "upsurge" year of 1956. In addition, little emphasis 
was placed on the fact that the scope of the 1958 plan was sub- 
stantially larger than that of 1957. Nevertheless, various 
estimates— that total industrial output in the first quarter 
had fulfilled more than 25 percent of the annual plan as against 
the average 23 percent fulfillment of previous years, that cen- 
tral government industrial output was 26.6 percent above that 
of the first quarter of 1957, that local government industrial 
output was up 19.1 percent, and that the Increase in value of 

i X ?2 c i SSets was 35 P ercent “ore than that of the first quarter 
of 1957 provided statistical fuel for stoking the fire of the 
"leap forward." 
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P^, 1 y> reviewing the events of the past few months 
° n sum ™©d U P the situation in the following words: "The 

problem now confronting us is to follow up the achievements 
made during the past several months and to continue our efforts 
to fulfill the plan for a great forward leap this year." This 
problem of evaluating the "leap" was to be the chief concern 

uj 1 !! 6 second session of the Communist party’s Eighth Congress, 
which opened in Peiping on 5 May. 

The party's economic specialists were silent during the 
leaping of the "leap" in March and April 1958. This in Itself 
is not Impressive evidence that they were out of sympathy with 
the way in which the "leap" was being managed, as there were no 
major pronouncements on economic matters in this period by party 
leaders of any type. However, some of the leaders — including 
■ao, Liu, and Chou— were reported as encouraging the "leap" in 
various ways at various points in their travels. Some others, 
including Lu Ting-i and Chen Po-ta, both spokesmen for Mao, 
wrote articles encouraging the "leap" in political matters. It 
is of some interest, at least, that the economic specialists in 
this period did not find occasion to associate themselves pub- 
licly with the leap's headlong course. 

. . * n the Period before the party congress, party leaders were 

deciding upon a number of personnel changes: these were an- 
nounced during and immediately after the congress. Some of 
these changes represented demotions, and some of these demotions 
" ere „- or opposing, or for falling to support strongly enough, 

< 6 i f? rward *” Phrty leaders in 11 provinces were demoted, 

including three alternate members of the Communist party cen- 
tral committee. One of these three was expressly accused of 
dragging his feet in the "leap." 

The more Important personnel changes — not announced until 
May affected the party's politburo and secretariat. Three men 
were selected to Join the politburo, each as a full member. 

They were: Ko Chlng-shih, first secretary of the party's 
Shanghai bureau, who had been active in both the "rectification" 
campaign and the "leap forward"; Li Ching-chuan, the Darty's 
first secretary in Szechuan, who had been the host to tho Cheng- 
tu conference; and Tan Chen-lin, who had emerged as the 
party s principal spokesman on agriculture and rural work. 

Ko, Li, and Tan seemed to be close to Mao Tse-tung and the 
party machine" leaders, Liu Shao-chi and Teng Hsiao-ping. Ko 
and Li were among Mao's few traveling companions in March and 
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April; Tan, out of the news In this period and presumably pre- 
paring his report for the coming congress, had begun his career 
as a protege of llao's. Similarly, Ko and LI had the most lmpor- 
tant regional posts In the party machine directed by Liu and Teng. 
Ll had been one of Teng's lieutenants In the southwest, and Tan 
had been one of Teng's deputies In the secretariat for three 
years. The selection of these three men for the polltburo 
seemed to Illustrate the continuing domination of the party by 
Mao and his ’’party-machine" lieutenants, and the Importance of 
the regional and provincial administrations In their plans for 
the "leap." 


n .. Tw ? oi the P art y' s economic specialists — Li Fu-chun and Li 
Hsien-nlen were selected to join the party secretariat under 
Teng Hsiao-ping. They apparently were selected to improve the 
secretariat s capabilities for supex’vlsing and coordinating the 
party's complex work in their fields of long-range planning (Li 
Fu-chun) and finance, commerce, and trade (Li Hcien-nlen). The 
secretariat already had Tan Chen-lin to coordinate the party's 
work in agriculture, and Li Hsueh-feng to coordinate party work 
in industry and communications. 

three appointments to the polltburo seemed to reflect 
he influence of those who had been foremost among the exhorters 
in the development of the "leap," but this Is not to say that 
they were selected in order to strengthen the position of the 
exhorters in a struggle with the administrators and economic 
specialists, if the latter had been the primary motive, the 
party machine" leaders would not have simultaneously approved 
the addition of two of the most Important economic specialists 
to the secretariat which would implement the politburo's policies, 


\ 


. Th ? ®J m P llsti c explanation would seem further discredited 
by tne failure of the party leaders to advance Po I-po. Although 

J5J ha J “u 00 ®®,??? of the ® xh °rters , he remained an alternate mem- 
ber of the polltburo and was not added to the secretariat 


In any case, whatever "struggle" there may have been between 
the exhorters and the technicians seems to have been resolved in 
the exnorters * favor at the Chengtu conference in March. As 
disciplined Communists and long-time comrades, Li Fu-chun and 
Li Hsien-nien could reasonably be expected to do their best to 
implement the party’s "general line," even if known to dlsap- 
® erta }? features of it. On the other hand, assuming 
xnat the two Li s had been among those at Chengtu who expressed 
reservations about the "leap," they could be expected to retain 
those feelings until persuaded by events. 
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"Leap" Dom inates the Party Congress. May 1958 


to hJJ 0 hJirj[l? pr ®? ccu P atlon with the "leap forward" seems 
tho !® Partly responsible for the postponement of 

IhI.irf C ! nd session of the party's eighth congress, which 
should have been convened during 1957, until May 1958. The 
session immediately followed the fourth plenum of the eighth 
central committee, which adopted the reports to be made to 
the congress. 

2!? Tse -tung, Liu Shao-chi, Chou En-lai, Chen Yun, 

Teng Hslao-ping, Li Hslen-nlen, Po I-po, and Tan Chen -1 in 
were among those cited by Peiping as s P 4aking tS "plenijy 
meetings of the congress. The three major reports were 7 
?« 11 y?r ed b w Llu Sha o-chi, on the work of the party central 
Teng Hslao "P in K» on Intrabloc relations; and 
by Tan Chen-1 in, on the development of agriculture. The 

Doli^iL° f UU Taa “ both concerned primarily with economic 
policies— were the only texts released by Peiping. 

Liu Shao-chi began his long report with a review of 
scene in terms of Mao-s proposition, stated in 
th * Pf® vlous November, that "the east wind has pre- 
he - st wln *‘" H ® hailed the results of "Jec- 
tification in China and observed that the campaign had 

J*??* a ne " u P sur 8 e in production and construction" 
iJyS U ??° Ut the country. This "great revolutionary drive,” 

. L i u » w f! ln accordance with Mao's call for overtaking 
lD yea I® and for "pressing ahead consistently to 

better ' and ® ore economical results." 
u fa ®t» neither of these calls had been attributed to Mao 
when they first appeared.) 

. „ J L i u then review ®<* briefly the "leap forward." which he 
ated from early 1958. He offered statistics on the regime's 
accomplishments, dating from the formation of Immense labor 

the V tr2th n of r Mi ga y l0D i7° rk ^ the P revlous autumn, to illustrate 
th!+ t Jn th ^ f Marx ® alleged prophesy (taken out of context) 
that 20 years could be concentrated in one day. Liu then 
reconstructed the development of the party's "general line” 
Ahead*™ identical with Mao's alleged insistence on "pressing 
ahead consistently to achieve greater, faster, better, and 
more economical results." ’ ' a 


- 97 - 


SECRET 


Sanitized Copy Approved for Release 2009/12/03 : CIA-RDP85T00875R001 00001 0007-9 


Sanitized Copy Approved for Release 2009/12/03 : CIA-RDP85T00875R001 00001 0007-9 


SECRET 


L J U asserted that Mao had always favored the current 
fn««J a L llne, 4 ?® pointed to “ao's decision In 1955 to 
truth/?? socialization of agriculture. He then noted, 
truthfully, that there had been some opposition to Mao's 

t^W 1 "!- °PP osltlon took the view that 

n/??? 1 ? 8 i / he f lght is better than keeping to the left,* 
or it is better to go slower than faster,’" and so on. 


„ . went on to assert that in the winter of 1955-56. 

when it was apparent that a decisive victory over the 
ownership of the means of production was to be achieved very 

* * and ? he ? a mass u P sur «® in production end con- 
struction was beginning to take place, the norms set in 

the ^ First Five-Year Plan should have been revised upward." 
Liu s statement of the case clearly implied that the party' 6 
planning at that time had been dominated by conservative 
fSS C / S -? hlC ? ha ? ln . fact been attacked by Mao in December 
f * + f* u PAa " n i ng }? ad ln * act become more ambitious shortly 
after Mao had made clear his position. 


i 4 Then in April 1956, according to Liu, Mao had "out- 

1 “P° rtant Policies" in his speech on the 
ten relationships." The "general idea" of Mao's report, 

?! , K^L S ^ ld, wa f to mo bilize all positive factors and avail- 
J~Zf GS ? building China into a modern, prosperous, 
and mighty socialist state in the shortest possible time. " 


As Mao's April 1956 speech had never been published, 

♦ f«n°+h d 4 . n 2 t r ® a ® onab ly be cited in support of the proposi- 
tion that Mao had unswervingly supported a "leap forward" 

program. As noted earlier, the truth 6eems to be that Mao. 
while temperamentally disposed to favor a bold course, was 
more cau Jlous in April 1956 than he had been in the last 
JJ} 1 ! °i l®55--at least in the sense of permitting a period 
iali e t eXaminatl ° n whlch was welcome d by the economic spec- 


I'lc 8 report asserted that in 1956 "every phase of 
Chin a s economy and culture made a mighty leap forward." 

Iorc M?? re had been " lnd *vidual defects in our work" in 
. ‘'bcse defects paled before the tremendous achieve- 
mente of that year. "Some comrades," however, had "under- 
estimated the great achievements. . .and hence regarded the 
leap forward of 1956 as a 'reckless advance'..." Further, 
said Liu, "some people" had even questioned the principle 
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« l0 fas^r e h^^" gene 5 al llne " °* 1958—0* "achieving great- 
or, f aster, better, and more economical results " and were 

also doubtful of the program for agricultural d4ve?opmJnr 

the initiatiie U oJ 0 tf a0S ftlleged Position had "dampened 
e . ln J;i ati ve of the masses and hampered progress on the 
productlcn front In 1957_p.rtlcul.rl? on tdgrlcuUu^I 

+ . L * u added that the Party had "soon corrected this error" 

The h "soo^" r in f r! q ^ atlng a " leap ” wlth a "reckless advance." 
the th?rH Llu ! account was September 1957, the date of 

mittiS lrd r Ple Jlf ,n ° f the Chlnese Communist party central com- 
bv t the‘morter«J he % WOrdS ' economlc Planning had been dominated 

record inTilllTs thS t^L^a^t^u^^^r^Ji^L 7 , si? 
the mod a er;^ h ^% e iL had r ^ rently ' £ ° r g °° d favored 

had affJrme^thf®^ corre ^}y tba * the September 1957 plenum 
nad affirmed the "general line" of 1958— that is that it 

by l i OSe ’ includi "g *ao, Who foresaw an* “p- 
iaiieis .Tj! record suggests that most of the economic spec- 
hnri 4 n a * so *6reod at that time that the problems of 1956 

elble? B ” eolved ,nd that ra P ld Progress was pos- 

19S7 Krf “° ted withsatiBfaction that progress since autumn 
1957 had converted "many of those comrades who expressed 

of S ?hI ln h S abo J t the general line. However, said Liu, "some 
0f + ^? em hav ® not yet learned anything. They say 'We will 
settie accounts with you after the aStumn hJrvesi .’" ll 

SOIne part of the moder ate forces remained mod- 

vindicate^them? Predlcti ^ that y®—®^ figures would 

19 „ *« U H?, eS ^ rlb S d the course of economic development since 
inrt 5 -!n o U “ sha P® d “ a n "upsurge" in 1956, an "ebb" in 1957, 
and an even bigger upsurge" in 1958. The party had "learned 

noi'os™ t !£" the ®- s 5?P« d development : that It should 

"Marxist the ? lddl ® but should hold to the 

xist-Ieninist theory of uninterrupted revolution." The 

central committee and Mao had "always" held to this princiDle 

£i?tL n0t E ® e . flt to recall that the central committee it- 
self had proclaimed the shift fro a "anticonservatism" io a 
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position midway between "conservatism'* and "adventurism" In 
September 1956, and that on at least three occasions in the 
following seven months Mao had endorsed the moderate position. 

Liu then stated the "basic points of our general line." 
Whereas he had gone to great lengths to prove the a priori 
wisdom of Mao and the central committee, Liu's Introductory 
sentence revealed the true empirical development of the line. 
The line had been formulated, he said, "in the light of prac- 
tical experience. . .and of the development of Comrade Mao Tse- 
tung's thinking in the past few years..." The "basic points" 
sere : 


To mobilize all positive factors and correctly 
handle contradictions among the people; 

To consolidate and develop socialist ownership— 
that is, ownership by the whole people and collective 
ownership — and to consolidate the proletarian dictator- 
ship and proletarian international solidarity; 

To carry out a technological and a cultural revolu- 
tion step by step, while completing the socialist revolu- 
tion on the economic, political, and Ideological fronts; 

To develop industry and agriculture simultaneously 
while giving priority to heavy industry; and 

With centralized leadership, over-all planning, 
proper division of labor and coordination, to develop 
national and local Industries, and large-, small-, and 
medium-size enterprises simultaneously. 

Liu's formulation provided the regime with a program for 
the entire economy which was a vehicle, as had been the 12- 
year program for agriculture, for political work throughout 
China. The promulgation of the line also helped to fill the 
gap left by the continued absence of a second five-year plan. 

Liu then turned again to the opposition. Asserting 
that the "speed of construction has been the most Important 
question confronting us," he noted that "some people" do 
not recognize the Importance of increasing the pace, do 
not approve of the general line, and have "raised various 
objections." Some feared the toll of such a pace on the 
populace, some foresaw much waste - resulting from such 
speed, and others were concerned about the development of 
"imbalances." Further, "some comrades" feared the diver- 
sion of funds from industry to agriculture, and "some peo- 
ple** doubted that agriculture could advance very rapidly 
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sa--’ •s.ssr 


to resolve ^con trad let Ions °o»nn Sk +h° f the part >' aB «ontioul, 
the work of party oJgae^tCs^ir^is S ^d°5o^?^ g 

"n j° s-M^tKrjs ir 

Provtog the work of the state oas to 5S2*^ d“«t™i&- 


Be asked forTmilxl^^f^^fln' l^rUtf rS ,°' " hard stru « lB 

SBSSrH# 

root leidlrehlp® ;? U ?hT{«p° f fn'St?er “ PlTtrs " eo1 " 
n ifi Ae ru a , , UA . leap. In other words, oartv enn* 

, S’ 

poUttcJ ^r^is^J^IH^ 1 ^^^ XT^r, 

concluded his report with % r»Aii i» A u^.x . 

who P iilJ h » thlnk » s Pe*k» »nd act with courage and daring " 

+w° conquer ever new positions for the truth " A^n»r 

«th ,rote that this cal! Sd orlgl?a«d 

c^grelS T8e ' tUng - iD hlB unpublished re.arks t! ?^ 

ss iVSSF “ Jsr •aisisrs- 

, LI s defiance of those "comrades" who waited to "settle 
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gresslvely optimistic as over, he dealt moio Jully wlth !Sl 

tl.! twirl of ^ireathei^t (^agriculture . ** l0WanCC £ ° the p0t «"- 

sibiliJv ^ r ?! n °i Tan ’ 8 report w »s concerned with the pos- 
M f carrying out the twelve-year program "aheaaof 

amendments iJ^h ° eW upsurge ln agriculture" made further* 
!i? e I! 4 n eDt ? 4 .J 0 the P r °K rwn "necessary." The yield target 
?* th2 f e r “ 6w for cotton, which had been added 

tiJi J nan re rif lon 0f 1957 ’ now "as dropped, and the 
1956 «nf 60 catties" from the original program of January 
1956 was restored. As the program had formerly read th? 

Is r ieiliJg e J? e 5;f s P ;S? U S ti ? n f; r * ets »PPoared to be intended 
p" lt* r ‘Se°ho^ «^ reCt .t d that ‘"Pressioo* J Vh 

&^!BsarS^SSSsS^ 

Tan also endorsed the addition "of close ni«n + i n » ». 

duction 1 him"o«I»°i her a ! vance<l “Mures tor increasing pro- 
a“S”aci»ard lltll fro “ ““errati™ 

ture? g of , cmall “ 8cale irrigation works" by the agricul- 

roducers* cooperatives. Tan's comment on the rf- 

tion"*was°in Effect artlcle on "“©chan izat ion and electrifica- 
year program: *** sununary of the version of the 12- 

The new version reflects the great mass movement 

Dossihiift° n +J n < . the country; it takes into account the 
JJ f s f*k*lity that semi-mechanization and mechanization 

of ? ay be realiz ®d through the expansion 

f small-scale local Industries and by reliance on the 
funds accumulated by the agricultural cooperatives* 
it stresses the practical significance of the drive 

that^the V h JSf" 1 ? pl ? ments » and *t makes the point 
lS I budding technical revolution in agriculture 

zaticn 1 PPineSt0ne t0 8 ® ml ” a °cbanization and mechani- 

n«i.o T J?-i hlrd “ aJ ° r report to the congress, that of Teng 
Hsiao-ping, was not released. Peiping's brief summary of the 
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report indicated that it was concerned primarily with the 
fallacies of modern revisionism" as embodied in the Yugoslav 
par y program. To the extent that Teng may have discussed 
domestic deveiopments in China, it can fairly be ahsumed that 
he took the same line as Liu and Tan. In autumn 1957, Teng 
had been prominent among the exhorters to a new "upsurge." 

The congress was immediately followed by the fifth 

?«?!?!? the central committee, which announced the decision 
to add three party leaders to the politburo and two— each 

* »««ber of the politburo— to the secretariat. As 
noted earlier, the three new politburo members appeared to 
be persons close to Mao and to "party machine" leaders Liu 
Shao-chi and Teng Hsiao-ping, while the two new secretaries 
were economic specialists who seemed closer to Chou En-lal. 

The proceedings of the May 1958 party congress left a 
powerful impression of the strength of the "exhorters." The 
three major speakers — certainly selected by Mao— were the 
three principal leaders of the exhorters. The content of 

ih?ih ?Er^ 8 -: the »ny rate— was the line 

which the exhorters had been publicly pressing since the 

previous autumn. The only speeches published or summarized 
were the reports of these three exhorters. Of the three 
ne ® P°l“ buro members, at least two were . exhort e is (Ko 
and Tan),'. and all three were close to other exhorters. 

Whereas the proceedings of the party congress of 
September 1956 had been open, those of the May 1958 con- 
gress were virtually closed. This feature made it difficult 
to evaluate the views of Individual leaders on the contro- 
verslal policies associated with the "leap forward," but 
at the same time it supported the view that there remained 
a substantial body of opposition to the exhorters. In other 
words , 1 t seems likely that Liu Shao-chi and Tan Chen-lin 
in their reports to the congress were not simply flailing 
a straw man but were directing their attack against other 
party leaders. Further, this latter group was apparently 

t J* t who had supported the moder- 

ates in the autumn 1956 - summer 1957 period, had favored 

the exhorters since September 1957 and continued to do so. 

vi„nI5!* d f lve for a "great leap forward" in economic de- 
velopment Increased in tempo after the May congress. Tar- 
gets were raised one after another, and hundreds of thousands 
of small and primitive industrial facilities mushroomed 
throughout China. There was further decentralization, with 
much capital construction activity devolving on local author- 
ities and adjustments made in the collecting of agricultural 
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taxes --which gave local authorities a lancer role in 
financial work. There ' „s no Indication at this tine 
however that the party was .con todeclde on the ’ 

cSSiSnM e " t<><lly aUd ‘ ClOU8 undert aklng of the "people'. 


■r . 
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IV. THE POSITIONS OF PARTY LEADERS 


Mao and the "First Upsurge," 1955-56 

Mao Tse-tung was clearly the driving force behind the 
"first upsurge" of 1955-56. It was Mao who personally re- 
versed, In July 1955, the party's gradualist approach to 
the socialization of agriculture. It was a spokesman for 
Mao, the theorist Chen Po-ta, who publicly "explained" the 
new policy when the central committee endorsed it in October. 
It was Mao again, in December 1955, who urged that the trans- 
formation of capitalist industry and commerce likewise be 
speeded. In the same month, it was Mao who asserted that 
the tempo of industrialization, as well as the development 
of science, education, and public health, should be acceler- 
ated. It was again Mao, also in December 1955, who defined 
the basic economic problem as that of combating "rightist 
conservatism" in production and construction. In January 
1956 it was Mao who convened a Supreme State Conference to 
discuss the party's very ambitious program for agriculture. 

It was Mao's spokesman Chen Po-ta who in February 1956 as- 
serted that grain output could be doubled in 12 years and that 
China could feed twice its present population. 

Throughout that period other party leaders simply fol- 
lowed Mao's lead. In order to do so, some of them — including 
Liu Shao-chi, Chou En-lai, and Li Fu-chun— had to reverse 
themselves. Some of them, notably Teng Tzu-hui, did not 
choose to reverse themselves or were unsuccessful in doing 
so, and consequently declined in power. In sttm, there was 
Just one clear position— Mao's position; nost other leaders 
prudently made it their own. 

The "socialist transformation" of the countryside and 
its rapid extension to urban industrial areas, together with 
Mao's insistence on combating "conservatism" in production and 
construction, gave the party a complex of problems. The most 
important of these seemed to be how best to make the party's 
increased control of Chinese society speed the rate of eco- 
nomic growth* 

In his speech in April 1956 on the "ten relationships," 
Mao apparently outlined in general terms the problems— or as- 
pects of the principal problem— which remained to be solved. 
There is little or no evidence that Mao himself supplied the 
answers . 
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In the spring of 1956 Mao apparently gave the senior gov- 
ernnent administrators and economic specialists — Chou En-lai, 
Chen Yun, LI Fu— chun, LI Hsien-nien, Po I-po, Teng Tzu— hul and 
Chla To-fu — the primary responsibility for devising measures 
to Increase the regime's rate of economic growth. Those "par- 
ty-machine" leaders who later appeared In the role of exhorters 
were not prominent in economic affairs In the spring and sum- 
mer of 1956. 

the administrators and economists , and in particular 
Po and Teng, seemed to have a strong sense of difficulties. 

Most of them favored greater Individual incentives to increase 
the rate of econonlc growth. 

By June 1956 it was apparent that the party was consider- 
ing several Important new measures. Chief among these was 
decentralization of the government— a plan with which Chou En- 
lai was identified. Li Fu-chun, Li Hslen-nlen, and Chla To- 
fu publicly agreed that organs of government below the na- 
tional level could profitably be given greater power. 

The regime was also considering how to deal with previous- 
ly neglected enterprises located for the most part In coastal 
*??*?• Li Fu-chun and Po I-po publicly acknowledged the pos- 
sibility that these enterprises could provide substantial in- 
crements of production and a minimum of time and Investment. 

Another measure, being considered by Chla To-fu and prob- 
ably other planners, was the building of "small- and-medium- 
size" plants. The thought was that these plants night be in- 
expensively financed and simply equipped from domestic re- 
sources, and that they could rely heavily on manpower. 

The self-criticism of Li Fu-chun and Po I-po in the sum- 
mer of 1956 — relating to "subjective neglect of coastal in- 
dustry 9 and construction on " too big and too Modern" a scale—— 
suggested that Mao Tse-tung had already spoken (in the April 
speech) in favor of at least two of the new measures. The 
self-criticism was also an indirect criticism of the Soviet 
advisors who had helped to draw up the First Five-Year Plan. 

The proposed new measures constituted a Chinese variation on 
Soviet theories of economic development. 
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The Moderates and the "Ebb Tide/* 1956-57 

it was r i»L r t °I h ^Jf r . t r 8 „ elghth con « ress September 1956, 
cess bJt thf? h ? u P?«rge'' had generally been a suc- 

cess, but that attendant problems and natural calamities would 

force a downward revision of planned goals. During the SeD- 

™p£«is o ;f r n?ii h ? 9 ?s“i: ih* ders 5 ip isSn^e2°?h. 

«p;!!hL i. 5u ly 1& ? 6 on the need to combat "rightist con- 
Itll tia ‘ The P art y was henceforth to steer a course be- 

M the^the" 11 * 18 " OD the ° De haD<l “ d ” leftlst »«venturlSB" 

congress* 1 end ChSS'sS 1 ) .7“° J*"® the * ,rlncl P» 1 report to the 
roiitfefi ! ° Chou En-lsl, who presented the comparatively 

2 c * co ? d Flve - To » r p ten, associated theaselves with 
this Bore nearly aoderate position. Chou gave Sore attention 

ill 1955?56? shortooBln K s » nd Bistakes" ln econoalc planning 

♦k_ Liu ' Chou ' end other leaders who aade lesser reports to 
the congress provided evidence that the period of «Ssess! 

Jn?il° hi5 e »S; rty sV 0,,r 2 e -- the P erlod i'ltUted by S”“n 
April had not ended, and that debate was still lively Amo ng 

the questions apparently at issue were the respective rateS of 
development of heavy and light industry, the SSrUs of Jl^e- 

lij L Ver ? US small “P lftnt construction, the feasibility of build 
ing an autonomous industrial system, the degree to which pri- 

Yf*® en * er P rlse w °uld be tolerated, the ratio between accumula- 
output? consu “»Ption, and methods of increasing agricultural 

of + hI h L elghth uf° ngress br °ught into the party politburo three 
llttu ro 2eibo; D fi ng econo,Dlc specialists bSlow Chen Yun? a po? 
LiHaTL ? b f “ any years * Two of these, Li Fu-chun and 

Po I io W6 ; e na “? d ful1 < votin *> aeabers. The thi?d, 

Po I-p°, was named an alternate (nonvoting) member. Tene Tzu- 

^iir,?w POk ? Sma,, , , ? r the opposition to Mao's acceleration of 
agricultural socialization In 1955-56, was passed over. 

The Chinese Communist party central committee met in 
p {*“*7 8 «slon only a few Seeks after the JSSjy «««« 
nomf ed * w? 6 communique of this plenum indicated that the eco- 

DrinJiEI? bleBIS Bentloned at the congress bad become the party's 
» n DC af a i concern. The party endorsed Chou En-lai's call for 

Li2 W ii able re ^ renc hment" in 1957, and Mao Tse-tSng hJis^lJ las 
said to lave expressed "full endorsement" of this course ? 1 
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The party made a number of changes in the government's 
planning organs in late 1956. At the same time, Chen Yun 
apparently assumed responsibility for the implementation of 
a policy with which he had been identified, that of the 
limited "free market." 

As 1957 opened, the regime was pushing its campaign for 
austerity and economy and was also permitting the publication 
of articles advocating a very moderate approach to economic 
development. A major theme of these articles was the need 
for "balanced, proportionate development" of the economy. 

The regime was apparently encouraging a shift away from an 
obsessive concern with heavy industrial development. 

In the early months of 1957, several party leaders under- 
lined the need for a retrenchment. Mao Tse-tung, in his 
"contradictions" speech in February, gave sanction to contin- 
uing the period of re-examination of economic policies, and 
he criticized those who failed to consider all possible 
proposals. He may also have declared himself in favor of an 
increased emphasis on agricultural development*. 

In the same period, three prominent economic specialists 
publicly reviewed the problems of the regime. Po I-po spoke 
twice in February on the task of "consolidating" the agri- 
cultural cooperatives and admitted the existence of con- 
siderable dissatisfaction among the peasants. Chen Yun in 
March outlined a number of specific measures for retrench- 
ment. Teng Tzu-hui spoke in March in favor of moderate 
policies in the countryside. 

Chia To-fu's outline of the 1957 economic plan, presented 
in late March, was also moderate in its approach. Possibly 
reflecting Mao's February speech, Chen implied that planning 
would give greater emphasis to consumer goods and agri- 
cultural production. 

Between April and June of 1957, the regime's economic 
specialists traveled and spoke extensively, explaining the 
reasons for the moderate goals of the 1957 economic plan. 

Li Fu-chun and Po I-po were particularly active. Both ad- 
mitted serious errors in past planning and among other things, 
increased proportional investment in agriculture and light 
industry, and greater authority for local levels, and greater 
emphasis on "small and medium" plant construction. 
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. 4 .u^^ e re Si m e's chief spokesman in agricultural matters 

in the same period was the moderate Teng Tzu-hui. Tens 
emphasized the value of incentives. 8 

Tan Chen-lin of the party secretariat first appeared as 
a spokesman on rural matters in May 1957. with an article 
designed to refute the contention that the life Sf the oJa- 
sants was inferior to that of the urban workers. The a£! 
ffi«iti PrOVided f 'J rther Indication that the regime was 
fnn a ?i y concerned with increasing agricultural production 

SS/inHK ?eT?zi-hi“ Uminate Tan “ * "high-pressure”* 

j t «s e 

policies. Chou kn-lai opened the congress with a defensive 

haItilv" n in h i956 he aith led h t J at h the reglme had '’advanced too 
u 195 ?* alth °ugh he had admitted this the previous 

hastily" in h 1957 S ° rl Ried JJ at the reglme had "retreated too 

local authorities. “ gr “ ter power would *• 

f . B Hsien-nien told the congress that the aim of the 

ChSI hJVJ 111 f ^ 1957 wfts to ’’consolidate 1956." Like 

gross ibou? Srotfi t ^ eC ! ntr ? ll2 f tlon - Po 1_po told «» eon- 
? r ® a ® ? b ? ut mis takes in planning in 1956, and predicted only 

small increase in industrial production in 1957. 

key fiSu^es y at n the U ppf^ 1957 ’ !° I_po and Chia T °- fu were the 
figure! for iL Biping ? onferenc e which drew up control 
cated economic plan. Their statements indi- 

* the planners envisaged for the 1958 targets only 
slight increases over 1957. Strikingly, both omitted anv 

Dhasized^hA < he p f iority of heavy industry, and both em- 
phasized the importance of developing agriculture. 

the nirii!i a L Per J 0d ' I he regime apparently calculated that 
+ hf+ P ^£ i0 ? of Retrenchment could be concluded in 1957 and 

littl^hiihe^thf e f° n ?S«S deve lopment in 1958 would be a 

"lefS forowd*" • he clarion had yot sounded 

The Exhorter s and the "Second Upsurge f ” 1957-58 

n«oHshI he K re c at f ve J y “oderate pace of 1957 had apparently suc- 
ceeded, by September of that year, In resolving the problems 


- 109 - 


SECRET 


Sanitized Copy Approved for Release 2009/12/03 : CIA-RDP85T00875R001 00001 0007-9 


Sanitized Copy Approved for Release 2009/12/03 : CIA-RDP85T00875R001 00001 0007-9 

SECRET 


attendant on the "first upsurge" of 1955-56. There had been 
a restoration of "balance" to the economy and, with this 

cided V t d ’ *5® ?°® inan * figures of the party leadership de- 
cided to undert&ke a ’’second upsurge.” 

The principal factor in the party's decision seemed to 
be a reassessment of the potential of the "rectification" 

;°r e na rh *' aS t0 be ext * nded throughoS? SltiS. 

le ? ders apparently believed that the party cadres 
Jrhii!?! ?°S U i aCe ' ? ost i ra P or t a ntly the peasantry, could both 
furious Sew St “ e of rectltude by see 

* be centl *al committee plenum of September-October 1957 

suree ""althouffh^ic*^ t0 £ k lead in ur ® in g a ’’second up- 
surge, although his remarks were not published at the time? 

ha?o S ? em J Al l° 4 .u° have to have warned against further de- 
bate as to whether to proceed with another upsurge. 

Teng Hsiao-ping in his report to the plenum foresaw that 

of°the rectificSti W ° Uld be ." greatl y advanced" by the extension 
f ectif ication campaign. Inter alia, Teng criticized 

economi ® Policies for which Chen Yun had been the 
chief spokesman, and he contradicted two views on agricul- 
tural policy espoused by the moderate Teng Tzu-hui. Ten* 
Hsiao-ping emphasized the need for "rectification" in the 

*? ?® ex P? essl y Predicted, as a result of con- 
sistent struggle against "conservatism," an "u jurge this 
winter in agricultural production and construction." 

... y un » who remained in favor despite his association 

with certain rejected measures, reported to the plenum on 
plans for decentralization and on problems in increasing agri- 
cuitural production. In a minor report to the plenum, the 8 

in ^rurai e work 6 Tzu ’ hui continued to advocate moderate policies 

The proceedings of the September-October 1957 plenum 
Q?c parent that the P eriod °f consolidation, begun in 
of'+iL 1 *??' WaS S ver * The re * lme was preparing tr> adopt some 
ZLlr # J25!! Ure !. for ®P eedij g economic growth which had been 
under consideration since that time, and most of the party's 

ahead fS Seemed to agree that a P eri ° d of rapid progress was 


i 
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Beginning in October 1957, the aggressive Tan Chen-lin 
became the regime’s principal spokesman on agricultural policy. 

publicly ’explained" the revised draft program for agri— 
cultural development. Later in the month, he publicly criti- 
cized the agricultural policies of the period July 1956 - 

^/’insufficient confidence is a kind 
* f u igh * ist thinking. Tau observed that the greater part 
* * increase in agricultural development was to come from 
the efforts of the peasants themselves, and he foresaw great 
things for the large-scale mobilization of the peasantry 
for water-conservancy and irrigation projects. 


. . a 1 ? N ° vember * »fter almost a year of silence, Liu Shao- 
chi joined Teng Hsiao-ping and Tan Chen-lin in the role of 
exhorter. Liu criticized the "vague doubt and rejection 
harbored by some people" which had Impeded the regime’s 
economic growth. * 


The party's economic specialists who made public pro- 
nouncements in the same period generally supported the posltk>n 
or the exhorters. They took a less positive and emphatic 
line, however, and continued to show greater sensitivity 
to actual and potential problems. 

The State Council in mid-November 1957, promulgated re- 
gulations providing for decentralization. The measures gave 
greater power in some respects to regional and local author- 
ities and increased their incentives to control and expand 
production. The changes were aimed at correcting the 1956 
errors" of slighting existing industrial facilities and 
neglecting small- and medium-scale projects. The regulations 

were publicized as a means of organizing the new "production 
upsurge . " 


Liu Shao-chi appeared again as an exhorter in December 
1957, calling on the nation to "forge ahead at full steam." 

ioeo Fu-Chun in the sa ®e month predicted a "new upsurge" 
in 1958, but he gave a more balanced view of economic affairs . 
In two pronouncements, he warned against overly enthusiastic 
implementation of some of the new policies and criticized these 
enthusiasts who manifested the disorders of "rash advance" or 
"superficially activism but in fact conservatism." 
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Another national planning conference met in December. 

The 1958 plan targets, although unspecified, were said to 
have been set "much higher" than those fixed by the July- 
August planning conference. 

Of four other key figures in formulating economic poli- 
cies who made speeches during December, only Chia To-fu was 
moderate in tone. Liao Lu-yen echoed the aggressive line 
stated by Tan Chen-lin in October, and Tan himself, in new 
speeches, strongly endorsed the use of masB labrr — some- 
times of province-wide scope--in water-conservancy work. 

Po I-po assailed the continuing "conservatism" of* unspeci- 
fied central planners and derided those who were conven- 
tionally concerned with "balance." 

The most aggressive position taken by any party leader 
in December was that of Chu Te, who was plainly speaking for 
Mao. Chu called for maximum effort, for "positiveness," and 
for "tense struggle," and he Vsternly repudiated" the doubtera 
In one speech he publicly introduced the term "great leap 
forward," declaring that such a leap was possible in agri- 
culture. 

People * s Daily opened the New Year 1958 with an echo of 
Liu Shao-chi ' s December call to advance . at "full steam." It 
cited the "unprecedented production upsurge" in the country- 
side, the most important feature of which was apparently the 
water-conservancy campaign. This campaign reportedly in- 
volved some 100 million peasants. 

At a party conference held at Nanning later in January, 
Mao Tse-tung apparently encouraged a "great leap forward," 

The conference reportedly discussed means of making the 
decentralization scheme contribute to this leap. In the same 
period Ko Ching-shih, first secretary of the party's Shanghai 
bureau, seemed to be emerging as a kind of counterpart in the 
industrial sector to Tan Chen-lin in the agricultural field. 

The National People's Congress in February 1958 heard 
reports from Li Hsien-nien, Po I-po, and Chou En-lai. Li 
predicted "amazing" developments in 1958 and asserted the 
feasibility of a "new forward leap." He endorsed the use of 
mass labor and the policy of decentralization. 
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Po I-po indicated that the "leap" was already under wav 

Ser°^^ri “ rthe f, that the lndust rial targets set in Decejl 
ber might be 'greatly surpassed.” Po called for the submis- 
sion of targets to the "masses,” who would raise them- this 
was the way in which the incredible targets ofthe"great 
leap forward" were later generated. g 

Rn.»..^ n fte i +i. re u? rt * C !? ou En -lai adapted himself easily to the 
wUh ecoLHic affairs. c °n«rn, however, was n.-t primarily 

. _ a ^-^y throughout February encouraged a "leap 

forward. One editorial attacked the "conservative idea P 

concent V mh? |J lternatel y for progress and consolidations"~the 
concept which represented the party's own course in 1955 

and 1956 ' 57 < c ° n so?id.?™„)! ?n iay fllS 

the paper s li::e was restated by Liu Shao-chi in his advocacy 
of "uninterrupted revolution." »avocacy 

In March 1958 ;he party held another conference. As at 
months earlier, this conference, held at Chengtu 
discussed decentralization and the prospects for a "lean »* * 

"n r s «r identl V responsible tor til ShoIesSie 
passing down of authority" which took place during the re- 
mainder of 1958, as well as for the decision to undertake the 

gra“ e |; t pC?? " leap -" lnClUdln * » 20-percent locr/ase In 

at . th f s point that moderate forces among the re- 
Sha+o administrators and economic specialists seemed to lose 
whatever moderating influence they may have been exerting 
The sense of controlled and orderly action, the rationality 
supposedly implicit in a planned economy, disappeared from 
accounts of the regime's daily activities. 

Following the Chengtu conference, "upsurge" and "struggle” 
meetings roared through the country. There was a rush of new 
and often incredible targets. In iid-April the regime re- 
leased production figures for the first quarter of *1958 which 
provided statistical fuel for the fire of the "leap forward." 

i „ * The party’s economic specialists were silent during the 

leaded-®? in March and April - Because other party 

"leaD" durin^thof L * u » and Chou — publicly encouraged the 

interest that thf * trav f ls in * hat period, it was of some 
o«as!ois JS di Io? COn °" s,,ecllUsts did n °‘ «nd similar 
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Sha . JJjf ieap d 0m i nated the p arty congress cf llay 1958. Liu 
Shao-chi told the congress that Mao Tse-tung ill alone had fa- 
vored the current "general line" of "pressing consistently to 

SI Jan e d r to*™i /“ St rV! tt0r ' »nd more economical rlsJltl " 

?n f? lled to P ? lnt out that Mao had favored a moderate course 
in the autumn 1956 - summer 1957 period. course 

malned n unconvinced? OBra< * OS had “ 0t W'-Wr 

such as U thS+ d «J h ?K Part ? sho V ld not again permit an "ebb tide" 
such as that of the autumn 1956 - summer 1957 period Such a 

dooti? Pmen ^’ ,, he argued * would be Inconsistent with the party's 
doctrine of "uninterrupted revolution." P y 

oortA^o d S r J ded " s ? n,e p ? ople " " b ° d * d not recognize the im- 
of incr ®asing the pace, feared the toll of the pace 

f ' ♦*! re co " cern « d »bo«t "imbalances,- opposed 

«« g i^ at j r imestment fn agriculture, doubted that agriculture 
advance rapidly, or believed that agricultural growth 

k !! p pace wlth the * rowtb of the population? Liu 
"lean** ? e , par f y “achlne to provide leadership for the 

„J*J ap a J E i 1 1 ® vels * and h ® reaffirmed the centrality of 
"ideological and political work." 7 OI 

gram fo? SSflii!'* report to th ® congress on the 12-year pro- 
thJSL* £ agriculture was very similar to Liu's. He denounced 
® wbo b ® d been skeptical of the results of the "first 
p urge and were skeptical of the prospects of the "second 

12-vear *A^rI an i+ mph ? SlZed the P° sslbllit y of carrying out the 
12 year agricultural program ahead of schedule. 

there^Lfinfn®? 1 ^? ? f tf®, cong r«ss supported the view that 
till S S substantial body of opposition to the exhor- 

Li« and Tan seemed to be warning this opposition that 

to do^o® S ® pte ® ber l had favored the exhorters and continued 
so. The level of the opposition, however, was unclear. 

Of the three new politburo members announced after the 

at n ?n®r; K ° K h ^ n E” Shi,1, 1ji Chln 8“chuan, and Tan Chen-lin — 
at least two had been active in exhorting the "leap, " and all 

three seemed to be close to Mao and the "party machine" exhorters 
The two. new secretaries, u 7»-chun and Li Hsien-nieS? aSeSdy 

- 114 - 


SECRET 


Sanitized Copy Approved for Release 2009/12/03 : CIA-RDP85T00875R001 00001 0007-9 


Sanitized Copy Approved for Release 2009/12/03 : CIA-RDP85T00875R001 00001 0007-9 

SECRET 


™ not ‘seemed close 0 to {£.“»« 


Conclusions 


line" Ss o? r Ly°195l 

g * ~ cas- a^-sjsa-ss jar* ?£HSjs 

policl©sy° Ceeded *"P lrl «“y *» formulating their «on«fc “ 
»ith sSliS?iz«i™ d of S .J! re unlted ln * lshi “K *o move ahead I 

JtrSc^Jo^is ;^wlyM h ?e!s?Su y , ?l! 1 ^ f ? r °^ Ct J 0n “ d c 4 

SS .- 1 

spokesieS O ^e??°he S ™s U ”heT.e 0 a J h ' kln ? °f (lro «' h « t P»fty 

f, Th© Leader " • that is whiio * eem genuinely to have been 

}n t X ZtlL tk ^ ldlk • “- ^-^ •i1n.!^nhe Pa :^ e c*h d : n r ^ 8 
»Ss r S^ e .^M y ti e ?^hi! ^c»ic’p^i^ n ; n d 

timate arbiteAf proi?.^ e .nS°«e«i™s?’ reBalned *"* U> 

Naturally disposed to favor an aggressive mnreo 
was happiest when urging the "first upsurge" of 1955-56 M and 

Inter upsu f« e ” 4 O f 1957-58. He 5as SLo acUng in chur- 

f«it ca owev ® r i in signalling those upsurges only when he 

tllL ?Z* r t ln 80 dolngy aud ln proving the "ebb ti3e" be- 

"lllrn dttlr y p ? ur » e f- Mao has long instructed the pJrty to 

th^taSMSSiJ 1 *; ?J rat ^ically, but pay l:een attlntEn to 
tnem tactically"— a line he has often used to Justify caution. 

probably lost 8 !!???-* 66 T? S e ? ou S h ot a success that Mao 
m7 ml ^ve f r? d ?S during tUral 

Sv?"” ° suar-saBrs-: 
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n r o^c rd t e hi^^ g om L p :^i[-^ h ‘^ r fs ,E .^i B 1 t00 so,t hls •— 

Mao^coramftted'hi^prestige 
neavily— ooginning In September 1957— to the success of th. 

o r?h™ d .. g U ^a U t rg !;.r?^?i n " ing ln Mlrch 1958 --‘° "’•««««• 

H3 e HEE£ 

ssms - lii P 

2&£Z£rd ?s; s n ^i lc be r : r “‘s-jg, 

Te'Uix 

tion. This was good praJtic^fS^the^ole^th 11 * nd construc " 
in the "second upsurge!" the * Were to p1 '* 

^'*' U ®* iao " c * 1 i had been caught publicly in a 

irasurtS^sr 

ri 5»“aj&jr 

S* SES S^KMsds 

"Dftrtv-moohT««M *7 Plausible that Liu and some of the other 

th P ‘n rt d y in«rotJerie e fd e r rf retted the P “ ty ’ s <,ecls ‘«» -ST 

n ?? d not acc ®P t at face value Liu Shao-chi's imnii- 

rades"had cJnsStV ?? 8 r 5 P ° rt that he * nd l^e-m^ed cSS- 
hi 2 e f*? ad ?°“ s J stentl y advocated an aggressive course and 
ha d attempted to prevent the "ebb tide" of 19 6-57 It 2 .v 
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silent on questions of economic policy. It may also be sig- 
nificant that another "party-machine" figure, Tan Chen-lin, ap- 
peared as a swirl on the horizon in May 1957 — months before 
the "ebb tide" ended — with a speech on agriculture much 
harder in tone than those of other party leaders in that 
period. 

Previous POLO papers have argued that Liu and Teng were 
not in sympathy with certain features of Mao's experiment with 
"liberalization" during the first half of 1957, and that this 
feeling was Indicated in part by their silence. It seems pos- 
sible that their silence on economic matters during tho "ebb 
tide," together with Tan Chen-lin's appearance as a hard-line 
advocate, indicates that a small group of "party-machine" 
figures had not been fully in accord with Mao's decisions on 
economic questions, Just as they had not fully agreed with 
his political course. 

In the summer of 1957, the "party-machine" leaders may 
have taken the lead in urging or encouraging Mao Tse-tung to 
merge the "antirightist struggle" and the party's rectifica- 
tion campaign into a nationwide rectification campaign. They 
no doubt saw in developments of 1957 a vindication of their 
emphasis — normally Mao's own emphasis — on the importance of 
indc'uirlnation, on the capabilities cf organizational techniques, 
and on the necessity of maintaining momentum. They may have 
seen, more clearly than other party leaders, the rectification 
campaign as a mechanism for mobilizing the populace — particu- 
larly the underemployed rural labor force — for a furious new 
campaign to reverse the "ebb tide." 

In any case, the "party-machine" leaders came into their 
own in September 1957 with the announcement of nationwide rec- 
tification and with the unannounced decision to proceed with 
another "upsurge" in economic development. As the principal 
supervisors of the rectification campaign, they were well sit- 
uated to supervise the process by which the energies made 
available through rectification were to be directed into a 
"second upsurge." Moreover, in this process the party machine 
was to assume much more authority and responsibility for eco- 
nomic development at all levels. 9C -v 


Teng Hsiao- 

plng, Tan Chen-lin, and Liu Shao-chi (in order of appearance) 
in the autumn of 1957 took the lead at the national level, 
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1*™?° fi 1 "®*?? 1 ? and P er haps Li Ching-chuan at the regional 25) 
j i . 1 in publicly exhorting the "second upsurge" and In crit- 

r,oi? in ? t 5 e _? ore moderat © positions taken earlier bv other 
party l eaders. In the spring of 1958, X 61 

— some of these "party-machine"* figures plave d the nr in- 
cipal roles in exhorting the "great leap forward" ^nd thr£»t«n 

i:s h f h “%r h ° were opposed to » be.dlong ioSree. ?Ee 

? flg “ res played their roles with the gusto of thSse 
who fully endorsed the course they were urging In short th«r# 
!?*"! *° been . h.ppy coincidence o? tiielr pi?ty posi- 
58 JAh**!^* roles in the party's two major campaigns of 1957 - 

58, and the courses of action which they personally favored? 

M f t J e six * ul1 “©“hers of the current polltburo re- 

S? Ph2 arty :” a S h f ne " fi e ures > with the a ppa ren t except ion 

Kilned in power and prestige in the course of 
the second upsurge" and its transformation into the "ereat 

JXess W :? d iav l h dl^L Bt li kiDely d «»ons?ri?eS 

Liu g Shan ^h< Ma T 195 S‘d the three major reports were given by X 
Chine-shih hl ind ?f ?M la °‘ P J ng ' and Tan C 1160 " 111 *.* and Tan, kI 

nS e f S ?M he P olit buro . *ith”espect ti 2iu IhM-cW ?h! 
p ^ lp »i * 1 *“« of this group, his Increased pres?lge ies 
?«7?n ? u r ther by bis presenting himself (being permitted or 

i!ke 1 ?L f g™.t t0 M Srh^e5f i " Self) * S h * Vlng bee “ rlght *« ‘I*--*. 


ye.rs C W5 5 58 1 Ji'h.?d r ? 0,, ; 1 * pOS f tion at any « lven “»• *■> the 
i® hard to determine, In his public role Chou 

®J* d smoothly into whatever position was theofficial pirtv 

aggressive 6 ^deia^® ** 8p ° k ® serlatlin for conservative, 
without inAi ????*’ d ve f y aggressive economic programs 
ias h idint??io5 tlng * pe f 8 ° nal Preference. Similarly, Chou 
wit S h lde : i.^ ed ° r assoc J ated throughout the 1955-58 period 
ri! h nof i U measures— in particular, decentralization— which 
th® Ho 4 susc ®P tibl © t© classification as "hard" or "soft" in 
SJ* ™ y Va f ying Positions on the feasible rate of economic 
development can be classified. B1C 

Chou's post as premier, certainly the most important in 

is 6 t nr» haS la ltself encouraged speculation that he 
■?«»1 fou ? d more often on the moderate than on the aggres- 
a« !L lde i W ^ e “ economlc issues can be drawn in those terms 

"Da?n-iachiS«" r J? rS haV ® noted » “a® and certain of the 
party-machine" figures are the party’s theorists, and it is 
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thel? «ort-!?Se l! tMr“ n Jhe r f“?y*OTgMs~thirit r J i ?; PPr0,e 
“ " hich will meet the standards of "greater tenter- 

sssH- :& ss-sstr-ss?; 

aachlne ?ivu-L r *? P ?? S i bllitl ’ for •comomtc wSltl. part?! 

sensitivity to problems e and P to t l <, t th i r *? fte I to Bhow increased 
their to intGr Ject notes of caution In 

speeches* > of*the°exliorters °* thiS U f* 

though the emphasis of the speeches „s ceirt.ljly SthS”isS?‘ 

&arsh. , swr?3?E^^?wSu a* as 
£% wsssAis 

«= *<“‘ed to the party politburo S th*! time It S i™ £ 

•SMrsa m: ^zsssi sS ; 

i 1 . C ^^r°5e h ?In.Tg dS ri«r t,,er “ ~ Mou 

the P«ty m.?hlne nm iS t o™fil[if US lo S* so " e p °* :r - relitive to 
upsurge - Chou g S 1 ? 1 "? and m * n »S 1 ng the -second 

i. h Chou also seemed to lose some power, relative to 

sfs 
I si 

Like the -party- machine" figures, the party's senior* 
economic special is ts-Chen Yun, Li Fu-chun U Lie!!Si™ 

tant ""^°KiT enB ^zu-hui, and Chla To-fu--did # not have IniDor- 
t public roles in the "first upsurge" of + 

k°“™ th Snr»f U t 1 h nS ‘° 0k in^nrt ^deliberations 

known. One of them, however—Teng Tzu-hui— is known to ha?e 
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SSHk? ®sk=.“ sc s&a.-sr 

economists welcomed the opportunity in the cnrino* 

i«s 6 u™s e j“ 1 ?f B i?:tr! lme ' 8 < probi »" s *3 2 

(tether with Ph™ £ *? f °" lc K rowth - The economists, to- 

£111™ Prepes.le'4lit! n 9 no 5lcent^!lz“ Zl'et/lZl-' 

«5 1 2e n d?L,' 0 "£„ , t 1 s lnd ]|? t fJri.:e <, ti he "“*«•«*■* J2SJ 

were disnn«anS + _ _ * the same time, all economic specialists 
HZ JhilTS. ?-! comparatively cautious line In economic plan- 
ning while the new proposals were being examined. 

aetheS^l^Ph^^i? 19 ? 6 ^ th u “? oderat ® economists, possibly to- 
ing — that is COBe to dominate the party's think- 

auest Ion of t ha h +« h d J he str ongest influence with Mao— on the 
q estioc of the tempo of economic advance This was r«fiot-taH 

JUer Tsirit :°?r. e T roved . by ‘^p«t y X"is r :“sip! d 

wh™ H as ln appointments to the politburo P 

next e three~r«nklng 1 ©conomists b0r ^ *“ J °‘ ned by ihe 

C0 5 tlbUed 10 * Position o? ^In.nce, 
and ?«L £!f: y ®? ch J ne Baders were silent (Liu Shao-chl 

(T^Chfn-liJwhl^e™ Sh ?"J ng ° Vert Slgns of restlessness 

l , “ wen unj , the economists were very articulate in A v 

plaining the need for "retrenchment," f Jr JreJterlncen??C«« 
and for moderate planning. g eater incentives. 

The economists were ln an ambiguous Dosltlon hv +h» 

ha^devis H 957 * Some ° f the Practical measures which they 

growth— had”p a inoli reS * lm ? d at stl “^ a ting future eJonJm il 

the^^sof t " d no?i^n?ec ee J«? r u 1 *if avor * 0,1 the other hand some of 

tide” had been dicf which they had sponsored during the "ebb 

“?lerSS?e b tTc?«l?^ btinB ’ 80 tb8 * ™» *° — 

4 ^r 1 ?? , the summer Of 1957 the economists were losing 

tung 1 * elther°n °h i leadershi P ln economic affairs. Mao Tse- 

figSrel 5 m dJcidine^ ° r 5* i h ! ur « ln K of "Party-machine” 
ngures, was deciding to undertake a nationwide ’’rectification" 
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campaign which appropriately was to be led by "party-machine" 

s was the leadership of the "second nnRnwra" v .o " 

but'they' 0 

were also acting honestly in expressing reservations. y 
. . , On© of the Gconoinls'tSj Po I~po. by Ddcemh^r iqc7 l d j 

nsi°i? ar*srf hls *> ? rrss.^ t £: d 

g t of hls previous record, seems to have been opportunistic, 
were lScr«siMlv S d™» ?^°??” 1StS i together * lth Chou gn-lal, 

transformatlor^into^^’great gX fcXJ?. 

l»ria«,K; msSTS. 

Je?leTHl°* l ° £ " e "*“ P " T *" *be°sprlng 


was llSLSXiJ 0 ??*;!! 0f t J e econo “ists as economic leaders 
was illustrated at the party congress of Mav 1958 u nn a 

bers SHhe J °V ,P ° r * ’ *" d th “» -»o JK Jofaiready me.- 
oers or the politburo were not named to it iforeovnr +k~ 

M&S^JSSSsZ&S 1 - 

leaders*** V ° r b ° th Wlth M *° and " lth the "pirty-michin” 


mors»,< AS M 0 J M 5 y 1958 » ln Slun » Mao Tse-tung and the "oartv- 
sS ^gg?essiJe e that 4 thrJ * C ° U 5* Se in econonlc development 

m *f^? 1Ve „If at the t ' arm Pl®nned economy" was hardly 
This course was to continue at least through 

olutio!" d c^id P i rty V nte r pr ' t * tlon of "“"Interrupted rev- 
oiution could serve to extend it as much further as th« 

human material at hand would permit. It wm pr£.“lj the 
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"party-machine" leaders who were charged with organizing, in- 
doctrinating, and driving the party cadres and the Chinese 
people and with estimating how much could be got out of them. 

As of Day 1958, Mao and tt "party-machine" leaders had 
committed their prestige Jointly, and very heavily, to the 
achievement of spectacular results in the "great leap for- 
ward." The prestige of most of the party's senior adminis- 
trators and economists was less heavily committed. 

As of May 1958, the prospects of the "great leap forward" 
were uncertain, but they gave promise of affecting the party 
hierarchy in any case. If the "leap" were a great success or 
could plausibly be presented as that, Mao's position would be 
strengthened and the "party-machine" leaders— particularly 
Liu Shao-chi — wou.’ i improve their prospects for eventually 
succeeding him at the helm of the party. If the "leap" were 
a serious disappointment, a development which would be con- 
cealed from the public, the blame could be fixed on some of 
Mao's lieutenants: certain "party-machine" figures who had 
given Mao bad counsel or had failed in performance, ;r some 
of the administrators and economists who had opposed the ex- 
tremes of the "leap" and thus could be accused of sabotage. 

A forthcoming POLO paper will discuss the course of the "great 
leap forward" after May 1958. 
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